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By D. E. Gross 


(Secretary, East Asia Association of Germany) 


_ The principal trading partners of China from 
the forced opening up of China to world trade after 
the conclusion of the Opium War (1842) until the 
outbreak of the second World War, i.e. for approxi- 
mately 100 years, were the most important commer- 
cial countries: the USA, Great Britain and Germany, 
and up to the first World War, France as well. To 
these must be added Hongkong and Japan for rea- 
sons of vicinity and the possibility of supplementary 
trade. These few partner countries shared in two 
thirds and more of the Chinese foreign trade, which 
before 1949 never exceeded a volume of 1 billion US 
Dollars. Russia, or the Soviet Union in later years. 
and the countries of Eastern and South-Eastern 
Europe were of no importance to China as trading 
partners; their share in the Chinese foreign trade 
never amounted to a total of more than 7 to 8%. 
After the People’s Republic had been established in 
1949, a far-reaching change took place to an equa] 
extent in respect of the direction, the structure, and 
the order of magnitude of the foreign trade of China. 


VOLUME OF FOREIGN TRADE 


A number of relative data are available regard- 
ing the order of magnitude of Chinese foreign trade 
_ up to 1954, which are partly contradictory, but there 
is not a single absolute figure. It is only since 1955 
that absolute figures were occasionally published. 
At the National People’s Congress on 29.7.1955, Yeh 
Chi-chuang, the Chinese/Foreign Trade Minister, 


computed the total volume of Chinese foreign trade 
in 1954 at 8,486,730,000 Jen Min Piao (about 1,230 
million Sterling). An increase of 30% was men- 
tioned for 1955 in the Report of the State Planning 
Commission, from which a total volume of a little 
more than 11 billion Jen Min Piao can be caleulated. 
According to these data, Chinese foreign trade 
reached the maximum volume it has ever attained in 
1955. The volume decreased to 10,865 million Jen 
Min Piao in 1956, and the foreign trade plan pro- 
vided for another decrease of 8.4% for 1957. Ac- 
cording to provisional Chinese estimates, this plan 
is said to have been accomplished with 104% 

The following rates of increase in the volume of 
foreign trade were published with regard to the 
years 1950 to 1955: 


1950 = 100 1953 = 195 
1951 = 143 1954 = 204 
1952 = 153 1955 = 265 


A combination of the rates of increase with the 
absolute figures makes it possible to calculate the 
following values of Chinese foreign trade (in 1000 
Jen Min Piao): 


1950 4,160,162 1954 8,486,730 
1951 5,949,032 1955 11,032,750 
1952 6,365,048 1956 10,865,000 , 
1953 8,112,316 1957 10,350,000 


1 preliminary data. 
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The aim of China’s foreign trade in the first 
Five-Year Plan (1953 to 1957), indicated by. the 
Minister for Foreign Trade in his above-mentioned 
Report on 29.7.1955 to be 166.5% of the volume of 
1952, had therefore been exceeded already in 1955. 


It is only since 1956 that the few figures given 
are expanded by details concerning the apportion- 
ment of the total volume in respect of export and 
import. China’s exports are stated to have been 
5,568 million Jen Min Piao in 1956, and imports 
5,297 million Jen Min Piao. The corresponding plan 
figures for 1957 are about 5,200 million Jen Min Piao 
for exports, and about 4,750 million Jen Min Piao 
for imports. 


Despite statements which in part differ not 
inconsiderably it is possible to form an approximate 
picture regarding the regional break-down of Chin- 
ese foreign trade on the basis of the data at hand. 
In the following table the differing Chinese data are 
listed opposite each other in 2 columns (A+B) in 
each section. 


Regional Break-Down 
(Share in %) 


Year Non-Communist Countries of the “Democratic World 
Countries Market” (Eastern Block) 
European 
Asiatic 
total Soviet Union People’s 
Democra- 
cies 
A B A B A B A B 
1950 74 66.5 26 Sow 23.3 30.89 1.99 6 
1951 39 34.6 61 65.4 38.8 48.72 13:24" 1,32 
1952 28 18.7 72 81.3 53.4 57.34 19.02 1.72 
1953 25 22.9 7 77.1 54.8 56.39 1G.58aazib2 
1954 20! 18.1 802 81.9 )in each case 
1955 18 17.9 82 82.1 )between 
1956 25 — 75 — )50 and 60 


——— 
1 stated: 
2 stated: 


“Jess than” 20%. 
“more than” 80%. 


The above data regarding the share of the coun- 
tries of the “Democratic World Market” in Chinese 
foreign trade are supplemented by Chinese index 
figures according to which China’s foreign trade 
with these countries has developed as follows: 


1950 = 100 1953 = 409 
1951 = 225 1954 = 519 
1952 = 312 


COMPARATIVE ANALYSIS 


Already when comparing the various Chinese 
data, we find relatively great differences in respect 
of the volume of China’s foreign trade with the coun- 
tries of the “Democratic World Market” depending 
on whether the figures concerning the share of the 
Communist countries in China’s total foreign trade 
or the figures concerning the relative rates of in- 
crease in the volume of China’g trade with the Com- 
munist partner countries have been taken as the 
basis for the calculation. 
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Volume of Chinese Foreign Trade with the Countries of the 
“Democratic World Market” 
Calculation according to 
the quota of increase 


Calculation according to the share 


Year Share in % in 1000 JMP in 1000 JMP_ Index 
1950 26 1,081,642 100 
1951 61 3,528,909 2,433,695 225 
1952 72 4,582,735 3,374,723 312 
1953 75 6,084,237 4,423,912 409 
1954 80.2 6,806,357 5,613,722 519 


Taking the same initial basis, therefore, the 
difference amounts to about 20% already in 1954. 

Despite these considerable differences, which 
are sometimes also found in the statistics of non- 
Communist countries, there were no objections on 
principle with regard to the reliability of the Chinese 
figures. On the contrary, their correctness was con- 
firmed by neutral calculations. The results of the 
careful analysis of the China trade of all the non- 
Communist countries in the semi-annual reports of 
the American Control Office for the West-East Trade 
largely agree with the value that can be calculated 
from the Chinese figures concerning the share of the 
trade with the non-Communist countries in the total 
volume of Chinese foreign trade. 

But in the meantime further possibilities for 
comparison have cropped up which led to surprising 
results, namely, the Foreign Trade Statistics 
published by the four most important trading part- 
ners of China within the Eastern Block: the Soviet 
Union, the Soviet Zone of Germany, Poland, and 
Czechoslovakia. According to figures shown by 
Soviet statistics, for instance, China participated in 
the foreign trade of the Soviet Union with 5,989 
million Roubles in 1956, and the Soviet Union, in 
turn, in the Chinese foreign trade with “more than 
538%”. On the basis of a share of 53.5% the value 
of the 1956 Soviet-Chinese exchange of goods, based 
onthe Chinese foreign trade figures, would amount 
to 5,813 million Jen Min Piao. According to the 
international rates of exchange for Rouble and 
Jen Min Piao fixed by Moscow and Peking them- 
selves, this amount corresponds to an approximate 
equivalent of 9,450 million Roubles, and therefore 
differs so much from the Soviet figure that an ex- 
planation is not possible. On the other hand, the 
Soviet figure (5,989 million Roubles) largely agrees 
with the amount which can be calculated on the 
basis of Chinese figures (5,813 million Jen Min Piao) 
if the rate of exchange of 1:1 is taken ag the basis 
for Rouble and Jen Min Piao. The same results 
will be seen if the statistical figures of the Soviet 
Zone of Germany (1956—723.3 million Roubles), 
Poland (1956—842 million Roubles), Czechoslovakia 
(1956—295.6 million Roubles), and Hungary 
(1955=261.6 million Roubles) are compared in 
respect of the exchange of goods of these countries 
with China. It is known that the exchange of goods 
within the “Democratic World Market” is calculated 
on a Rouble basis. This fact is probably the key 
to the otherwise inexplicable differences. As soon 
as the rate of exchange is based on 1 Rouble—1 Jen 
Min Piao, the differences are solved almost by 
themselves. 
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CORRECTED VOLUME OF FOREIGN TRADE 


If the rate of exchange between Jen Min Piao 
and Rouble is on a basis ot 1:1 instead of the inter- 
national rate of exchange of 100:162.5, this means 
a Super-valuation of Chinese figures by approximate- 
ly two thirds in respect of that part of Chinese 
foreign trade whose volume is calculated in Roubles, 
whereas the figures published regarding the share 
of the non-Communist countries in Chinese foreign 
trade are based on the international rates of ex- 
change of the Jen Min Piao and have, therefore, 
been put in at their correct value. With regard to 
the years 1954 to 1956 this calculation of the order 
of magnitude of Chinese foreign trade leads to the 
following result (in 1000 Jen Min Piao) : 


1954 5,843,400 instead of 8,486,730 
1955 7,554,000 instead of 11,032,750 
1956 7,731,6001 instead of 10,865,000 


1 about 1,121 million Sterling. 


With regard to the years 1950 to 1953 such 
calculations are not possible because of the diverging 
statements concerning the share of the “Democratic 
World Market” in China’s foreign trade. 


Apart from this decrease in the volume of 
Chinese foreign trade another divergence regarding 
the shares of the Eastern Block and the non- 
Communist countries in the Chinese foreign trade 
can be observed. This change can be explained by 
the fact that only the share of the Communist part- 
ner countries is affected by this change. The follow- 
ing proportional numbers take the place of the 


relations 81:19 (1954), 82:18 (1955) and 75:25 
(1956) : 
Share 

of the ‘Democratic of the non-Communist 
Year World Market” countries 
1954 72.4 (instead of 81) 27.6 (instead of 19) 
1955 73.7 (instead of 82) 26.3 (instead of 18) 
1956 64.9 (instead of 75) 35.1 (instead of 25) 


In spite of the closer insight obtained into the 
Chinese foreign trade by the possibility of compar- 
ing the Chinese figures with the statements made by 
the Soviet Union and some East European coun- 
tries, a more precise analysis still remains im- 
possible so long as all the other questions cannot 
be answered. An unanswered question is, for 
instance, the way by which the Rouble values are 
ascertained in which the countries of Eastern 
Europe express their foreign trade. On what 
exchange relations is the conversion of the national 
currencies into Roubles based? Are they the rates 
of exchange deriving from the international parities 
of the currencies in question, or are they—as in the 
case of the settlement between China and the Soviet 
Union—exchange relations fixed in a different way? 
The prices on which the foreign trade values are 
based’ are equally unknown. For this reason it is 
very well possible that even the picture gained from 
this presentation is not yet complete, and therefore 
not yet final. 
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FOREIGN AID FOR CHINA 


Li Hsien-nien, the Chinese Minister of Finance, 
announced at the National reopie’s Congress on 
29.06.1957 that China had received from the Soviet 
Union since the foundation of the People’s Republic 
ioans to the value of 5,294 million Jen Min viao, 
2,174 million Jen Min Piao ot which had been 
granted up to, and including, 1952, and 3,120 million 
Jen Min Piao within the first five-year plan. In 
judging the order of magnitude of these loans we 
must again ask in the first place whether these 
amounts are really amounts in Jen Min Piao or only 
Rouble values at the same figures which—as in the 
exchange of goods—have been converted into Jen 
Min Piao in the proportion of 1:1. Only the two 
loans which the Soviet Union granted the People’s 
Republic of China under the agreements of 1.2.1950 
and 12.10.1954, and amounting to 300 million Dollars 
and 520 million Roubles, are economic aid in the 
narrower sense. Even if this total of 1,720 million 
Roubles has been converted into Jen Min Piao at 
the rate of 1:1, there is a strikingly large discrepancy 
with the amount of more than 5,000,000,000 Jen Ifin 
Piao mentioned by the Minister of Finance. An 
explanation can be found only if we assume that 
both the transfer of the allegedly Soviet assets witnin 
the territory of the People’s Republic of China and 
the co-operation of the Soviet Union in the imple- 
mentation of the industrial focal point projects 
within the frame-work of the first Chinese Five-Year 
Plan are included in the Soviet Economie Aid to the 
amount indicated. 


In accordance with the agreement of 15.9.1952 
the Soviet Union transferred to the Chinese Govern- 
ment the Soviet interest in the Changchun Railway 
in North-Eastern China (Manchuria), and in ac- 
cordance with the agreement of 12.10.1954 the Soviet 
interests in the three mixed companies in Sinkiang 
and in the Chinese-Soviet Ship-building Company in 
Dairen. Possibly the handing over of the installa- 
tions supplied by the Soviet Union for the re-erection 
of the installations which were dismantled in Man- 
churia in 1945 must also be considered in this con- 
nection. The value of these installations dismantled 
by the Soviets had been estimated at 858 million 
Dollars by the American President’s special commis- 
sioner. But the Soviet Union waived its claim to 
indemnification only in the case of the transfer of 
Soviet rights to the Changchun Railway and to the 
port installations in Dairen and Port Arthur, whilst 
the agreements of 12.10.1954 expressly provide for 
payments of compensation for the value of the 
Soviet interests transferred to China in the other 
cases. 


Nor can anything but loans be involved as re- 
gards the co-operation of the Soviet Union in 
carrying out the focal point projects of the pro- 
gramme of industrialization within the frame-work 
of the first Five-Year Plan. While no details were 
published in connection with the construction of the 
first 141 projects, the expenditure on the next 15 
projects in accordance with the agreement of 
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12.10.1954, and on a further 55 projects in accordance 
with the agreement of 7.4.1956, was stated to be a 
total of 2,900 million Roubles. The agreement of 
7.4.1956 expressly stipulates that the 2,500 million 
Roubles for China’s further 55 industrial projects 
are to be repaid in the form of deliveries of goods 
to the Soviet Union. 

Only since 1956 is an item “Foreign Loans” 
shown on the income side in the budget of the 
People’s Republic of China. Under this heading, 
however, only small amounts have been received: 
only 117.4 million Jen Min Piao in 1956, and no 
more than 23.3 million Jen Min Piao in 1957. At the 
National People’s Congress the Chinese Minister of 
Finance stated in this connection: ‘Now that a 
few years have passed, we can Say that we are now 
in a better position to rely on our own formation of 
capital in the continuation of our economic recon- 
struction.” 


It seems that China did not get any help from 
other countries of the “Democratic World Market”; 
at any rate, no clue to such an assumption has ever 
presented itself. And China does not care for 
credits from the non-Communist countries at the 
present moment. Mr. Errol, the Parliamentary 
Secretary of State in the British Board of Trade, 
had, prior to his visit to China in October 1957, de- 
clared at a Press Conference in Hongkong that the 
British Government was ready to negotiate on credits 
with the Chinese Government. Nevertheless, so far 
as is known, this question was not dealt with at his 
subsequent talks in Peking. On the other hand, the 
Chinese are no longer on principle averse to accept- 
ing technical assistance also from non-Communist 
countries. Talks in this direction were held with 
Japanese firms as well as with the second French 
delegation which stayed in Peking in September 1957, 
and also by the Chinese Economie Mission under Dr. 
Chi Chao-ting which visited Great Britain, Austria 
and Belgium between October and December 1957. 


CHINESE FOREIGN AID 


Evcr since details concerning active and passive 
foreign aid have been shown in the Chinese budget, 
the economic aid given by China to foreign countries 
exceeds the amount of the foreign credits received 
from the Soviet Union. The budget shows that for- 
eign aid granted by China during the years 1955 to 
1957 is in the order of magnitude of 400 to 500 million 
Jen Min Piao in each year. Although Chinese for- 
eign aid is centred on the neighbouring Communist 
countries of North Korea and North Vietnam, the 
granting of Chinese economic assistance is no longer 
limited to the partner countries of the “Democratic 
World Market”. China granted foreign aid already 
in 1956 to three non-Communist countries, namely, 
Egypt, Cambodia, and Nepal; in 1957 Burma and 
Ceylon were added, and in 1958, so far, Yemen. 
China in addition offered economic assistance to 
Indonesia, Laos, and Thailand in 1957, but no agree- 
ments have been reached so far in this respect. 
form in which foreign countries are granted aid by 
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China varies according to the different circumstances 
of the individual case. 


Foreign Aid Granted by the People’s Republic of China 


Place of Period of 
Receiving Country Date Signing Maturity Amount 
North Korea 23.11.1953 Peking 4 years 800 million 
(1954/57) JMP 
Albania 3.12.1954 Tirane unknown unknown 
North Vietnam 7. 7.1955 Peking unknown 800 million 
(probably JMP 
4 years) 
Cambodia 21. 6.1956 Peking 4 years 800 million 
Rials 
Mongolia 19. 8.1956 Ulan Bator 2 years 160 million 
(1956/57) Roubles 
Nepal 7.10,1956 Peking 3 years 60 million 
Indian 
Rupees 
Egypt Dec. 1956 unknown unknown 20 million 
Swiss 
Francs 
Hungary 3. 5.1957 Bydapest unknown 100 million 
Roubles 
Ceylon 19. 9.1957 Peking 5 years 75 million 
Ceylon 
Rupees 
Burma Dec. 1957 Peking unknown 20 million 
iyyats 
Yemen 12. 1.1958 Peking 10 years 70 million 
Swiss 
brancs 


China has thus so far granted economic assis- 
tance to, foreign countries to the total amount of 
nearly 2,000 million Jen Min Piao, though not to this 
amount at the same time. Owing to the chronologi- 
cal overlapping it is impossible to ascertain clearly 
the current encumbrance of the Chinese economy. 
The aid granted to the Democratic People’s Republic 
of Korea came to an end in 1957. This fact, apart 
from political aspects, may provide the explanation 
of China’s activity in granting new foreign aid, prin- 
cipally to non-Communist countries, in the course 
of the past year and a half. It is noteworthy that 
China has, as a rule, granted her foreign aid as a 
free gift, whereas she herself has in general to repay 
the aid received from the Soviet Union. Only in the 
cases of the loans placed at the disposal of Hungary 
in 1957 and of Yemen in 1958 have repayments been 
expressly agreed upon. It is not known what ar- 
rangement the agreements with Albania and 
Mongolia contain, nor are any details available so 
far in regard to the agreement with Burma. But 
on the other hand it is known that economic assis- 
tance of N. Korea and N. Vietnam, which together 
amounts to 80% of Chinese foreign aid, as well as 
aid to Egypt, Ceylon, Cambodia, and Nepal has been 
given as a free gift. 


China’s economic assistance to other countries 
no doubt makes considerable claims on the economy 
of a country which has to use its last reserves to 
solve the problems of its own development. More- 
over, the acquisition of foreign currency is also in- 
fluenced thereby, since at least some part of the 
deliveries made in foreign aid requires quantities of 
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CHINESE INTELLECTUALS ON THE LAND 


The unparalleled influx of surplus bureaucrats, 
demobilised Servicemen, intellectuals, students and 
literates of all types into the rural and hilly regions 
of China naturally aroused speculation about how 
they were all to be accommodated. Hotels and 
hostels are few and far between in the villages and 
the family system still has enough sanction to ensure 
that every family house is packed to the roof. There 
were, in fact, reports that the influx had made the 
peasants more hostile than ever and that relations 
between the people from the urban areas and the 
village and farm folk were markedly strained, not 
only because of the visitors’ adoption of the tactics 
of the cuckoo but also because of trouble over the 
womenfolk. 


Undoubtedly the influx is on a scale that is 
bound to create a great variety of problems as well 
as a lot of friction. The Party Press, however, 
prefer to publicise only the brighter side of develop- 
ments. An example of this was afforded by a joint 
article in the Hsin Kuan Cha (New Observer) by a 
lecturer on Political Theories (Marxism-Leninism 
no doubt) at Tsinghua University named Li Chin- 
feng and by the head of the administrative section of 
the cadres in the same university, Feng Yu-chung. 
They were a good deal better off than the vast 
majority of the pilgrims into the more remote areas, 
for they were merely going to the Nanyuan suburb 
of the capital and because of their high position as 
Party officials were given the local equivalent to the 
red carpet treatment. The party included lecturers, 
assistants, teachers, technicians from secondary 
technical schools and colleges, experimental workers, 
as well as administrative personnel, totalling 91 men 
and 24 women comrades, of whom the majority were 
Party and Youth League members. These Marxist 
intellectuals were promptly dubbed ‘new co-opera- 
tive members” and they are said to have rejoiced in 
their “glorious new title.’ They were taken to 
living quarters consisting of rooms of different sizes, 
housing from seven or eight to a score or thirty 
members each. The rooms were previously used as 
store-rooms for farming tools and grains, and have 
only recently been converted into dormitories. Some 
of the rooms had in fact been the offices of the pro- 
duction brigades. In the evening all slept in a row 
on the large kang, apparently not the heated oven- 


goods which would otherwise be available for export. 
The volume of foreign aid given by the People’s Re- 
public of China, therefore, not only bears witness to 
the self-confidence of the Chinese leaders of State 
and economy, but is also proof of the economic 
efficiency of this largest of the newly developing 
countries even if such services are to ascertain extent 
rendered obviously at the expense of meeting the 
requirements of its own very hardworking and 
sacrificing population. 


like type of kang but simply a common bed made 
of wooden boards. 


The leaders of the party of pilgrims had re- 
quested to move into the peasants’ homes and live 
with them, but since each peasant family had only 
one kang it would be inconvenient to share it with 
an outsider, whether single or married. Hence the 
arrangement of separate living quarters, often in the 
same courtyard, however, and often partitioned only 
by a wall. The veteran co-operative members visit- 
ed them so often, however, that they felt they all 
live together, in spite of the separate rooms. There 
are some touching references to the kindness of the 
peasants in helping to prepare food for the intruders 
and in giving them the best of what was going—fine- 
thread noodle and poached eggs for the Party lads 
and coarse corn bread and pickled cabbage for 
themselves. 

“When we see that the peasants have too much 
to do, we rush to help them and run on small errands 
for them, such as taking their little donkeys home, 
milling the corn, baby sitting, carrying water, sweep- 
ing the yard, etc. We-have now established very 
close relations with the peasants, and have come to 
realise well their brotherhood and friendship, their 
excellent qualities of simplicity, honesty and indus- 
triousness and their habit of frugality. Many of 
our comrades have now realised all this, saying 
‘When we think of what we have done in the past, 
fighting for better treatment and better living 
quarters, for higher pay and more suitable jobs, we 
feel really ashamed.” 

Every morning the campers got up at half-past 
six, went to the fields when the bell rang, ate break- 
fast at 8 o’clock, and rested for an hour at noon. 
But the days are a bit on the short side now and as 
it got dark early they all left the fields a little before 
6 p.m. Then, after study the social life began. A 
chief is elected for each room and committees set 
up for health, athletic, cultural, educational and 
reporting work. With these activities organised, 
the visitors are even better taken care of. “Now we 
have hot water to wash our face and feet when we 
get back from our work in the field; the sanitary 
conditions inthe kitchen haveimproved. The papers 
come in, and books on agricultural technique and 
knowledge, while correspondence is carried on with 
the University magazine. Criticism and _ self- 
criticism are practised continually. When we see 
that our comrades do not take good care of their 
farming tools or work too hard so as to over-exert 
themselves, we criticise and help them.” 


But the Great Debate on socialism in the rural 
districts for the Huaifeng APC will shortly ‘come to 
“a victorious end.” Some of the brigades no longer 
hold any meeting in the evening. Those who study 
do so in the hours after supper before they go to bed. 
What they study is mainly the policy on current 
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events. The Party comrades were happy about this 
because the task set them by the leadership was to 
publicise among the peasants the 40th anniversary 
of the October Revolution—what time the leaders of 
the co-operative were busy at the other end of the 
table, putting out the tea and cigarettes for every- 
body. They listen in earnest as the Party officials 
tell them of what the Soviet Union has achieved in: 
40 years, from atomic reactors and ICBMs, etc., to 
the sputniki. “They have never had anyone tell 
them, in such a vivid way, about the world wonders. 
Deeply absorbed, they marvelled at the way things 
are told to them and exclaimed: ‘How wonderfully 
they talk’.” 


The visitors have their meals in two ways. At 
first all ate with the peasants in their different 
homes. Then they started their own kitchen, with 
separate kitchens for separate living quarters. But 
though they cook in the same kitchen, they do not 
eat from the same pot as the peasants. “If there is 
any improvement in the way we live and eat, it has 
been made at the suggestion of the leading comrades 
of the villages and of the APC. 


Part of the visiting comrades took part in the 
harvesting of rice—heavy work but they were only 
allowed to do a small amount of it. The veterans 
went on dexterously cutting the rice one row after 
another, while the visitors made scarcely any head- 
way. The peasants taught them how to handle the 
sickle, how to grasp the rice stalk, how to cut it, how 
to tie it up in a bundle, and the position in which they 
should stand. Every ten minutes they had to stand 
up and straighten their backs, and then almost every 
minute! But time would be lost by standing up too 
often. Next morning the palms of the hand were 
full of blisters. And when they continued blisters 
formed within blisters. In the first round of com- 
bat, not a single comrade dropped the task. In the 
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following few days the field and the yard echoed with 
cheers and songs and were jammed with vehicles. 
Some cut the rice, some tied it up, some loaded the 
carts, some, unloaded them; others did the thrashing 
and still others built up the stacks. “There you see 
a grand picture of division of labour. We stood on 
the stacks as they grew in size, taking on ever more 
bundles of straw as they were forked up by those 
below. As the dust rose high in the farm yard, the 
neighing of horses echoed all around and the brigade 
or team chiefs ran about directing the work, the new 
farm hands forged ahead in emulation. The good 
news that there had been a bumper crop this year 
was good enough of itself to make us forget the 
dap’s toil.” 


After they had finished gathering the rice crop, 
the urbanites proceeded to cut cabbages, pick 
groundnuts, collect corn, and dig up turnips. “We 
never dreamt that cutting down a cabbage would 
consume so much time. But to the veterans the 
work was simple: the cabbages were already laid in 
rows almost as soon as they walked through the 
field. Not until we had been through all this did 
we realise that every roundnut or every turnip has 
come the hard way. On one occasion they were 
warned over the loud speaker that there would be 
a frost that night and that members would have to 
work an extra shift to finish the work. It was a 
mistake made by the office. The work before us 
now is to open up the rice fields. This is heavy 
work. We have to level the ground, build canals, 
dig and carry earth, drill wells, and open up ditches 
... Up to now we have, together with the veterans, 
opened up 500 mow of paddy fields and water comes 
from wells dug by the veterans with the help of four 
tall wooden frames which fill the ditches ... We 
truly feel the joy of labour. All of us 115 soldiers 
on the agricultural front are high in fighting morale 
and spirit.” 


REPORTS FROM CHINA 


Agricultural Development—The Ministry of Agriculture 
announced that China’s tea output this year will reach 
152,000 tons, 33 per cent more than in 1957. Output target 
for 1962, the last year of the second 5-year plan, is 382,000 
tons. During the past 8 years, 114 tea plantations were 
set up. In the next 5 years, about one million hectares of 
new tea plantations will be added to the total acreage. 
Output of soya bean in Northeast China this year will reach 
4 million tons, 20 per cent more than 1957; 8 million hec- 
tares have been sown to high-grade seeds. The major 
tobacco-growing province of Honan will increase its per- 
hectare tobacco yield more than five-fold this year accord- 
ing to an unsupported claim made at a conference on to- 
bacco production held recently in Peking. The conference 
announced that per-hectare yield will be increased from 
0.5 ton to an average of 2.7 tons from more than 100,000 
hectares in Honan; about 40 per cent of the area will pro- 
duce from 3.75 to 11.25 tons per hectare! In Shantung, 
the output of tobacco will be increased to 180,000 tons this 
year, 153 per cent higher than 1957. The output in Yunan 
(which produces China’s best tobacco) will be doubled this 
year; no absolute figure was disclosed. At a national con- 


ference of workers’ representatives of the silk industry 
held in Shanghai it was decided to increase the output of 
silk products by 500 to 600 per cent during the next 5 years; 
current output was not revealed. 


Kansu will claim 100,000 hectares of wasteland this 
year. 22 state farms have already been set up for the re- 
clamation work and 40,000 hectares will be sown to crops 
this year yielding 50,000 tons of grain. During the peripd 
1958/62, Kansu will reclaim a total of 1.6 million hectares 
of unused land; cotton, rice and other grain crops as well 
as sugar beet will be grown and wild animals domesticated 
on the reclaimed land. 


There is not yet any official release by Hsinhua News 
Agency on the damage caused by the recent rainstorm 
in Central China affecting a large area west of Hankow. 
Strong gales swept the area in mid-April followed by more 
than six inches of rainfall. Young rice and cotton crops 
were replanted and crops due for harvesting in summer 
were hard hit. There were also casualties among human 
beings and livestock. The extent of the crop damage and 
the loss of lives is not yet known. 
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Reservoirs and Flood Control—The Huai River har- 

nessing work is now in full swing. This year, more than 
80 state financed large. and medium projects are scheduled 
for construction along the river. The Sianghungtien and 
Motzutan reservoirs now under construction on the Piho 
tributary of the Huai River in Anhwei will protect farm- 
land along the tributary from flood. Small hydro-electric 
stations are to be built at these reservoirs and also at the 
already completed Nanwan reservoir. Two water deten- 
tion basins will be built on the Juho and Hungho tributaries 
in Honan. Sluice gates to be built on the Ying, Wo and 
Sui tributaries and on the main course of Huai will regulate 
the flow of the river and irrigate 460.000 hectares of dry 
farmland which will be changed to rice fields. Seven re- 
servoirs and fifteen water detention basins have so far been 
completed along the Huai River in the past seven years. 
The main course of the Huai River is now able to with- 
stand flood waters. 
: In Chekiang, work on a big reservoir with a storage 
capacity of 70 million cubic metres, will be completed be- 
fore year-end. The completion of this reservoir will re- 
move the flood menace of the Puyang River in Central 
Chekiang. The reservoir in Fukien, located in Futsing 
county, will be completed early next year. It will have 
a storage capacity of 1,080 million cubic metres and will 
irrigate 17,000 hectares of land. 


A reservoir now under construction near Peking, 
located to the northeast of the capital, will eventually 
irrigate more than 66.000 hectares of farmland. The dam 


of the reservoir (21 metres high by 1,100 metres long) 
will be completed in July. Its storage capacity will be 
100 million cubic metres. A similar but smaller reservoir 
is also being built to the north of Peking near the Ming 
Tombs. 

Power Projects—Peking announced that 88 large and 
medium electric power stations will be started or expand- 
ed this year. According to the Ministry of Water Con- 
servancy and Electric Power, one million extra kilowatts 
of generating capacity will be added by the large and 
medium projects to China’s power capacity. There are 
also 81 power transmission lines (220,000-volt and 110,000- 
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volt) now under construction, with a total length of 2,040 
kilometres. The major power projects include Huanjen 
Hydro-Electric Power Station and thermal power stations 
in Liaoning, Fusin and Dairen to deal with the require- 
ments of the industrial and agricultural developments in 
the Northeast; thermal power stations in Peking, Tangshan 
and Tientsin and the reconstruction project of 110,000-volt 
power transmission lines linking Peking, Tientsin and Tang- 
shan to meet the needs of the industrial and agricultural 
developments in Peking, Tientsin and Tangshan area. Among 
these major power projects, Hsinankiang Hydro-Electric 
Power Station, Wangting and Nanking thermal power sta- 
tions and a 222,000-volt power transmission linking Hsinan- 
kiang, Wangting and Nanking are also included. When a 
220,000-volt power transmission line from Tangshan _ to 
Chinchow is completed before the end of this year, the 
power grid in the Northeast area will join the power grid 
in Peking, Tientsin and Tangshan area. Other major power 
stations now under construction include: Yiliho Hydro- 
Power Station and Kaiyuan Thermal Power Station in 
Yurinan; Chuchow Thermal Power Station in Hunan; a 
power net work in the south part of Kiangsi; Loyang Ther- 
mal Power Station in Honan; thermal power stations in 
Harbin and Fularki in Heilungkiang; Sian Thermal Power 
Station in Shensi; Liukia Gorge Hydro Power Station in 
Kansu; Taiyuan Thermal Power. Station in Shansi; Chengtu 
Thermal Power Station in Szechwan and Paotow Thermal 
Power Station in Inner Mongolia. 


Small rural power stations this year will also add 
between 500,000 and 1,000,000 kilowatts in generating capa- 
city. Fukien alone will build 1,260 small hydro-electric 
power stations this year. These small plants will have a 
total generating capacity of 20,000 kilowatts. Peking 
boasted that by the end of 1962, every hsiang in Fukien 
which has water resources will be serviced by such stations. 
Hupeh will build more than 1,000 hydro-electric power 
stations this year; generating capacity will range from a few 
kilowatts to about 10,000 kilowatts. Thousands of small 
hydro-power stations will also be built throughout the coun- 
try in rural areas around Shanghai, Huhehot, Kunming, 
Lanchow, Loyang, Sian and other big cities. 


PAPER MONEY IN MODERN CHINA (1900—1956) 


REGULATIONS PERTAINING TO THE ISSUE OF BANKNOTES IN CHINA 


By E. Kann 


PART XXXIV 


The continuance of the Sino-Japanese incident made 
the consolidation of the banknote position problematical. 
At the beginning of 1940, the new (puppet) Central Re- 
serve Bank of China opened its doors and began to issue 
its own notes. For about two years and six months this 
fiat money circulated side by side with the old emissions. 
But, beginning from June 21, 1942, after a period within 
which the old fa-pi notes* had to be exchanged against C.R.B. 
notes at the ration of two old for one new dollar, the circu- 
lation and transport of the fa-pi paper money of the ori- 
ginal Central Bank of China, the Bank of China, the Bank 
of Communications and the Farmers Bank of China in 
Shanghai and vicinity was interdicted. Similar arrange- 
ments were concluded for interior places, so that by the 
close of November, 1942, only C.R.B. notes were recognized 
as legal tender in all parts of occupied China. On the 


* The cmissions of the Farmers Bank of China were not exchanged. 


other hand, fa-pi notes continued to circulate in ‘free’ 
China. 

Before dealing with the new state of affairs, let us 
continue to record official Regulations to banknotes in their 


chronological order: 


“Regulations Governing the Printing and Transference of 
Banknotes 


In March, 1929, the Ministry of Finance promulgated 
Regulations governing the printing and transference of 
banknotes. The following is a translation from the Chinese 
text: 

Art. 1. The following Regulations shall be applied to 
all banking institutions engaged in the printing and trans- 
ference of banknotes, with the exception of the Central 
Bank of China. 

Art. 2. A bank, before printing banknotes, must sub- 
mit a full explanation as to the reasons for printing new 
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notes, together with the following specifications, to the 
Ministry of Finance for approval: (1) The form of the new 
notes; (2) the kind and number of the new notes; (3) 
the place where they are to be printed and (4) the dura- 
tion of the printing process. 


Art. 3. Even after its petition has been approved by 
the Ministry of Finance, no banknotes—if they were printed 
in foreign countries—can be unloaded from vessels before 
the consignee bank has obtained a license. Such a license 
shall be issued only when the applicant has submitted the 
following specifications to the Ministry of Finance: (1) the 
approved kind and number of the new notes; (2) the ap- 
proved date of printing; (3) the kind and number of the 
notes now being shipped (if they are shipped in instalments, 
the number in each instalment shall be given separately) ; 
(4) the place where they are to be unloaded; (5) the num- 
ber of boxes packed and (6) the name of the vessel on which 
they are shipped. 

Art. 4. If the bank wishes to ship these new notes to 
other parts of the country, another license must first be 
obtained from the Ministry by submitting the above- 
mentioned specifications. When necessary, these licences 
may be obtained in advance, but they must be submitted 
to the Ministry together with the abovementioned specifi- 
cations as a matter of record every time they are used. 

Art. 5. Articles 2, 8, and 4 shall be applied only to 
the head-offices, or the general administrative departments 
of various banks. 

Art. 6. The bank, if it fails to act in accordance with 
the provisions in Articles 2 and 4, shall be punished by the 
confiscation and destruction of its banknotes and the can- 
cellation of its note-issuing rights. 

Art. 7. The bank, if it fails to act in accordance with 
the provisions found in Article 4, shall be punished by the 
confiscation and destruction of its banknotes, and a fine of 
not less than $3,000 and not more than $5,000. 

Art. 8. The present Regulations shall come into force 
as from the date of promulgation.” 


Tax on Banknotes 


In 1931 an ordinance was published for the first time 
relative to the imposition of a tax on banknotes issued. 
The law, which was adopted by the Legislative Yuan at its 
152nd meeting on July 25, 1931, consisted of nine Articles 
which—in their unofficial translation from the Chinese text 
—read as follows: 

“Art. 1.—Banks which have been granted by the Na- 
tional Government the special privilege of note-issue, shall 
pay a tax on banknotes. 

Art. 2.—Banks of issue shall hold full reserves against 
their notes: 60% in specie and 40% in securities. 

Art. 3.—Banks of issue shall be required to submit the 
following particulars: 


(a) Name and location of the bank; 

(b) Kinds of notes issued (dollar notes, subsidiary 
notes, etc.). 

(c) Composition of the reserves and their respective 
amounts. 

(d) Total amount of note-issue during the most recent 
year. 

An “Investigation Certificate’ will be issued by the 

Ministry of Finance (to the bank concerned) upon the com- 


pletion of its investigation into the aforesaid particulars, 
said certificate to be renewed annually, free of charge. 

Art. 4.—The rate of the banknote tax shall be 2%% 
on the security reserve only; specie reserve being exempt 
from taxation. 


Art. 5.—The banknote tax shall be collected annually, 
at the beginning of each year. 


Art. 6.—Where the particulars submitted by the banks 
under the provisions of Article 3 of the law are considered 
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unauthentic, the Ministry of Finance may organize provi- 
sionally an Investigation Committee to examine the state- 
ments. The Committee shall be composed of one _ repre- 
sentative each from the Ministry of Finance, the Ministry 
of Audit, the Bankers Association (concerned) and the 
Chamber of Commerce (concerned), and a Chartered Ac- 
countant designated by the Ministry. 

Art. 7—The Ministry of Finance may cancel the privi- 
lege of note-issue granted to the bank. should the latter 
fail to pay the banknote tax. 

Art. 8.—The requisite amount of banknote tax on the 
portion of notes issued for the account of affiliated banks 
shall be borne by the issuing bank concerned, the said issu- 
ing bank may, however, in turn recover from the affiliated 
banks the amount of tax paid. 

Art. 9.—This law shall become effective on the day 
of promulgation.” 

As the rate of taxation was found too high by the 
issuing banks, they petitioned the Government, pointing out 
that conditions were most unfavourable owing to the econo- 
mic depression, the Yangtze floods and the Japanese mili- 
tary campaign in Shanghai. At its session of September 
23, 1932, the Executive Yuan adopted new Regulations 
which were to enter into force in the beginning of 1933, 
subject to normal approval of the Legislative Yuan. The 
gist of the change meant halving the original tax on the 
security reserve, so that the new levy would be 14% only. 
The salient features of the revised Regulations are: 


“Revised Regulations Governing Taxation of Banknotes 


The following is a free and unofficial translation of 
Regulations governing the taxation of banknotes recently 
promulgated by the National Government: 


Art. 1. All banks which are permitted by the National 
Government to issue currency notes shall pay tax as pre- 
scribed by these Regulations. 


Art. 2. Both dollar notes and subsidiary notes are 
subject to taxation, 100 cents of subsidiary notes being 
considered equivalent to one dollar. 


Art. 8. Against their note-issue banks shall hold a 
100 per cent. reserve, of which at least 60 per cent. shall 
be in specie, and the remaining 40 per cent. or less in 
approved marketable securities. The specie reserve shall 
be exempt from taxation. 


Art. 4. Banks of issue shall submit at the end of 
every 10 days, and in accordance with the form prescribed 
by the Ministry of Finance, a report showing the number 
and value of notes issued, the amount of specie reserve, 
and the amount of security reserve. The reports of each 
bank shall be recorded by the Ministry, and tax shall be 
imposed according to the average of each month. 


Art. 5. The rate of taxation shall be 1.25 per cent. 
of the security reserve. 


Art. 6. The banknote tax due annually shall be col- 
lected in full at the beginning of the following fiscal year. 


Art. 7. Within ten days after receiving the demand 
note from the Ministry of Finance, a bank of issue shall 
pay the prescribed tax to the local branch of the Central 
Bank of China, and shall report payment to the Ministry 
See receiving formal receipt from the Central Bank of 

ina. 


Art. 8. When a bank of issue fails to pay the bank- 
note tax according to these Regulations, the Ministry of 
Finance may, with the approval of the National Govern- 
ment, cancel the bank’s privilege of note-issue. ; 


Art. 9. When the Ministry of Finance considers the 
note-issue returns as prescribed in Art. 4 to be inaccurate, 
an auditor may be sent to examine the note-issue and re- 
serve accounts of the bank. If it is found that the bank 
has deliberately falsified the statement of its actual note- 
issue, a fine from $500 to $3,000 shall be imposed, and the 
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bank shall be liable for payment of the full amount of bank- 
note tax. 


Art. 10. Tax on banknotes issued by one bank, but 
distributed through other banks, shall be collected from the 
bank of issue, which may recover the amount from the dis- 
tributing banks. 


Art. 11. The present Regulations shall come into force 
from the date of promulgation.” 


As will be observed, the new tax of 14% per cent. 
on the 40 per cent. security reserve works out at %% of 
the total note-issue throughout the country. 


Import of banknote paper is supposed to be controlled 
according to Customs Notification No. 1452 of June 18, 
1935, reading as follows: 


“The public is hereby informed that in accordance with 
Government instructions the right to import banknote paper 
from abroad has been vested solely with the Trust Depart- 
ment of the Central Bank of China, through whom printing 
establishments are to obtain the supplies they require, and 
that importations of banknote paper, other than those 
purchased from the above department, will be detained by 
the Customs.” 


The Banknotes Position After the Currency Reform 


A vital change occurred in the entire position when, 
on November 3, 1935, a new basis was created for Chinese 
currency generally, and for banknotes in particular. The 
latter were declared sole legal tender, thereby acquiring 
an entirely new status. 


The Regulations pertaining to the new role which paper 
money, government-issued and government-controlled, was 
to play henceforce, may justly claim historic value; they 
are therefore cited here verbatim: 


“In order to conserve the currency reserves of the 
country and effect a stable monetary and banking reform, 
and to prevent a financial catastrophe, the Government, 
following the precedents of many countries in recent years, 
has decreed as follows: 


1.—As from November 4, 1935, the banknotes issued 
by the Central Bank of China, the Bank of China and the 
‘Bank of Communications, shall be full legal tender. Pay- 
ment of taxes and the discharge of all public and private 
obligations shall be effected by legal tender motes. No use 
of silver dollars or bullion of currency purposes shall be 
permitted; and in order to prevent smuggling of silver, any 
contravention of this provision shall be punishable by con- 
fiscation of the whole amount of silver seized. Any indivi- 
dual found in illegal possession of silver, with infention. to 
smuggle it, shall be punishable in accordance with the law 
governing acts of treason against the State. 


2.—Banknotes of issuing banks, other than the Central 
Bank of China, the Bank of China and the Bank of Com- 
munications, whose issue has been previously authorized by 
the Ministry of Finance, shall remain in circulation, but the 
total outstanding banknotes of each bank shall not exceed 
the amount in circulation on November 3, 1935. The out- 
standing banknotes of these banks shall be gradually retired 
and exchanged for Central Bank of China banknotes within 
a period to be determined by the Ministry of Finance. All 
reserves held against the outstanding banknotes. together 
with unissued or retired notes of these banks, shall be hand- 
ed over at once to the Currency Reserve Board. Notes 
reviously authorized and im process of printing shall be 
nded over to the said Board upon taking delivery by the 
banks. 


8.—A Currency Reserve Board shall be formed to con- 
trol the issue and retirement of legal tender banknotes, and 
to keep custody of reserves against outstanding banknotes. 
Regulations governing the said Board shall be separately 
enacted and promulgated. 
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4.—As from November 4, 1985, banks, firms, and all 
private and public institutions and individuals holding 
standard silver dollars, or other silver dollars, or silver 
bullion, shall hand over the same to the Currency Reserve 
Board, or banks designated by the Board, in exchange for 
legal tender notes, at face value in the case of standard 
silver dollars and other silver dollars which conform to the 
terms of previous monetary legislation of the Government, 
and in accordance with the net silver content in the case 
of silver bulilon or other forms of silver. 


5.—All contractual obligations expressed in terms of 
silver shall be discharged by the payment of legal tender 
notes in the nominal amount due. 


6.—For the purpose of keeping the exchange value of 
the Chinese dollar stable at its present level, the Central 
Bank of China, the Bank of China, and the Bank of Com- 
munications shall buy and sell foreign exchange in unlimited 
quantities. 


The measures set forth above are designed for economic 
rehabilitation. The Central Bank of China will be reor- 
ganized to function as a bankers’ bank. The general bank- 
ing system will be strengthened, giving increased liquidity 
to the commercial banks under sound conditions, so that 
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they may have resources available to finance the legitimate 
requirements of trade and industry. Measures have been 
prepared to create a special institution to deal with mortgage 
business, and steps will be taken to amend the present legal 
code affecting real estate mortgages, -so as to make real 
estate more acceptable as security for loans. 


Plans for financial readjustment have been made, 
whereby the national budgets will be balanced. Also with 
the centralization of note-issue, the provision of adequate 
reserves against the legal tender currency, and a system 
of rigorous supervision, confidence in the currency will be 
strengthened. It is hoped that the nation will wholehearted- 
ly support the Government in measures to promote the 
national prosperity. The Government will take drastic mea- 
sures to deal with speculation and attempts to bring about 
unwarranted increase in prices, and with any action intended 
to hamper the execution of the measures set forth in this 
decree.” 


“Regulations Governing the Currency Reserve Board. 
(Promulgated on November 3, 1935) 


Art. 1.—The Currency Reserve Board. is_ specially 
created by the Ministry of Finance for the purpose of 


centralizing the issue and consolidating the credit of legal 


tender notes. Branches shall be established in the various 
commercial centers at the direction of the Board. 


Art. 2.—In accordance with the order of the Govern- 
ment, the Board shall have custody of the reserves against 
legal tender notes, and shall control the issue and retire- 
ment of such notes. 


Art. 8—The Board shall be composed of the following 
members: 


(1) Five representatives appointed by the Ministry of 
Finance. 

(2) Two representatives appointed by the Bankers 
Association. 

(3) Two representatives each appointed by the Central 
Bank of. China, the Bank of China and the Bank 
of Communications. 

(4) Two representatives appointed by the Native 
Bankers Guild. 

(5) Two representatives appointed by the Chamber of 
Commerce. 

(6) Five representatives of other banks of issue, 


specially designated by the Minister of Finance. 


Art. 4.—The Governor of the Central Bank of China 
shall be ex-officio chairman of the Board, and the Board 
shall elect a Standing Committee of five to seven of its 
members for the execution of routine work. 


Art. 5.—The Board may invite leading financiers, both 
Chinese and foreign, to serve as advisers. 


Art. 6.—The Board shall designate the Central Bank, 
the Bank of China and the Bank of Communications as 
depositories for the custody of reserve funds. The appor- 
tionment of the funds to be deposited in each shall be 
determined by the Board and reported to the Minister of 
Finance for record. 


_ Art. 7—The Board shall inspect the reserve deposi- 
tories once a month and announce to the public the amounts 
of note-issue, as well as the kinds and amounts of the fe- 
sth and shall report to the Ministry of Finance for 
record. 


Art. 8.—The Board is authorized to employ a staff in 
order to carry on its work. : 


_ Art. 9—The Board may draw up its rules and regula- 
tions, subject to the approval by the Ministry of Finance. 


Art. 10.—These regulations shall become effective from 
the date of promulgation thereof.” 
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“Regulations Governing the Branches of the Currency 
Reserve Board. (Promulgated on November 28, 1935) 


Art. 1.—In accordance with Article 1 of the regula- 
tions governing the Currency Reserve Board, branches shall 
be established in various commercial centers upon the re- 
commendation of the Board, and subject to the approval 
by the Ministry of Finance. 


Art. 2.—The Board shall entrust the branches with the 
custody of reserves against legal tender notes in their re- 
spective localities. 


Art. 3.—The members of each branch shall be appoint- 
ed by the Ministry of Finance on the recommendation of 
the Board. The Ministry of Finance shall designate one 
member as the chairman of each branch. 


Art. 4.—The members of each branch shall elect a 
standing committee of three to seven of their numbers for 
the execution of routine work, the names of such members 
to be reported to the Ministry of Finance for approval and 
for the records of the Currency Reserve Board. 


Art. 5.—Each branch of the Board is authorized to 
employ a staff in order to carry on its work. 


Art. 6.—The branches of the Board may draft rules 
and regulations governing the execution of their duties, sub- 
ject, however, to the Currency Reserve Board recommend- 
ing them to the Ministry of Finance for approval and re- 
cord. 


Art. 7.—These regulations shall become effective from 
the date of promulgation thereof.” 


“Regulations Governing the Inspection of the issues and 
Reserves by the Currency Reserve Board. 


(Promulgated on December 23, 1935) 


Art. 1.—These regulations are formulated in accord- 
ance with Article 7 of the regulations governing the Cur- 
rency Reserve Board. 


Art. 2.—The Board shall inspect once a month the total 
amount of note-issue, as well as the kinds and amounts of 
reserve therefor. 


Art. 3.—The Board shall inspect both the cash and 
security reserves. : 


Art. 4.—Note issues shall be fully secured by 60% cash 
and 40% securities. Cash reserves shall consist of gold, 
silver and/or foreign exchange, and security reserves shall 
consist of security (bonds, notes, etc.) issued or guaranteed 
by the Government, and/or other assets acceptable to the 
Ministry of Finance, and/or acceptable short-term commer- 
cial papers. 


Art. 5e—Cash reserves in the form of silver dollars 
and/or silver, and/or gold held in vaults, shall be examined 
and checked, and those held in branches or banks abroad 
shall be proved by documents. 


Art. 6.—Security reserves in the form of securities and 
other assets held in vaults shall be examined and checked, 


and those held in branches or banks abroad shall be proved 
by documents. 


A Art. 7.—In the case of districts in which the Board 
is represented by branches, inspection of note-issue,-as well 
as the kinds and amounts of reserves, shall be made by 
such branches and reported to the Board. In districts hav- 
ing no branches, such inspection shall be made by the local 
office of the Central Bank of China, or of the Bank of 
China, or of the Bank of Communications, and the result 


shall be reported to the Board..through their respective 
head offices. 


Art. 8.—The Board -shall announce to the public the 
result of each inspection, giving the total amount of note- 
issue, as well.as the kinds and amounts of reserves, and shall 
report to the Ministry of Finance for record. 4 


Art. 9.—These regulations shall become effective f 
the date of promulgation thereof.” ee 


May 8, 1958 


587 


ECONOMIC PROSPERITY AND ADJUSTMENT IN JAPAN 


PART TWO 


OVERALL ECONOMIC POLICY TO IMPROVE 
EXTERNAL BALANCE 


As has been pointed out in the preceding review, a de- 
terioration in external payments balance manifested itself 
in consequence of excessive import expansion, and led to a 
serious drain on foreign exchange reserves. In its attempt 
to rectify the situation the Government resorted to an 
overall economic pclicy applying to a wide range of econo- 
mic spheres—public finance, banking, investment, foreign 
trade, and savings, starting with the raising of the central 
bank’s basic discount rate in May. They are summarized 
as follows: 


1. Public Finance 


In view of the fact that the rapid expansion in imports 
accompanying the investment boom accounted in large mea- 
sure for the worsening of external payments, the Govern- 
ment, in the first place, took the lead in tightening up on 
investment activity by postponing Y64,950 million worth 
or 15.9 per cent of its public investment and loan pro- 
gramme, some Y10,000 million worth or 8 per cent of public 
works, and some Y1,280 million worth or 32.8 per cent 
of its allocation for official building and repairing ex- 
penses. 


As early as September 10 the Government decided on 
a basic policy towards the compilation of the national budget 
for the fiscal year 1958. This was an exceptional act on 
the part of the Government in which, it would.seem, its 
unusually strong resolution to improve external balance 
found its expression. By imposing pressure on investment 
and consumption the basic policy aims at damping down 
internal demand as a means of discouraging imports. For 
this purpose the Government resolved to deviate as far as 
possible from a substantial increase in its expenditure over 
the budgetary scale for the current fiscal year, to appro- 
priate an excess revenue, if any, to the adjustment of future 
business fluctuations, and to set appropriations for public 
investments and loans within the framework of the amount 
actually disbursed in respect of the current programme. 


2. Banking 


a. Raising of the Central Bank’s Basic Discount Rate: 
It is recalled that on March 20, 1957 the Bank of Japan 
raised its basic discount rate on commercial bills by 0.1 sen 
per diem per 100 yen (0.365 per cent per annum) to 2.1 
sen (7.665 per cent), and at the Same time revised the list 
of bills rediscountable or eligible as collaterals for ad- 
vances to commercial banks. It would seem that this action. 
of the central bank was not of so great significance as to 
serve as a warning signal against excessive borrowings by 
commercial banks. On May 8 the Bank of Japan. again 
raised its basic discount rate by 0.2 sen (0.73 per cent) to 
2.3 sen (8.3895 per cent). This the monetary authorities 


Remarks: .(1) The authorized foreign exchange banks are classified into two 
main groups—‘A” and “B’’ exchange banks. The fundamental difference 
between the two is that while the former are authorized-to conclude cor- 
respohdent contracts with banks and other finan al institutions located 
abroad, the latter are not. 
(2) iene nes Sn ape Sihinen Sheed cigar A poe Mire ins sa 
bank, when accepting the application for an Import License, requests the 
applicant to deposit a certain sum of money as a security for the import. 


clearly described as intended to tighten the money market, 
thus taking an important step in the direction of improving 
external balance. The discount rate increase was accom- 
panied by a parallel rise in the central bank’s other rates. 


b. Increase in Commercial Bank Loan Rates: Subse- 
quent to the raising of the central bank’s basie discount 
rate, financial institutions were authorized by the Tem- 
porary Money Rate Adjustment Law on May 18 to increase 
their loan rates by 0.2 sen (0.73 per cent) at the maximum, 
and interest rate on ordinary deposits by 0.1 sen (0.365 
per cent) to 0.7 sen (2.555 per cent). With effect from 
July 1, interest rates on time deposits for three months 
and six months were raised by 0.3 per cent and 0.5 per 
cent respectively to 4.3 per cent and 5.5 per cent with the 
object of promoting private sévings and curbing consump- 
tion, which aims were embodied in the overall economic 
policy. The terms on the issuance of debentures were 
revised to take effect from July. Accordingly, the interest 
rate was raised from 7.3 per cent to 7.5 per cent, and the 
rate of subscriber’s yield from 2.015 sen (7.354 per cent) 
to 2.145 sen (7.831 per cent). 


c. Moral Suasion of the Central Bank: Immediately 
after the raise in May of its basic discount rate, the Bank 
of Japan requested commercial banks to present their loan 
programmes, and instructed them to hold down their loans 
within the limits it set for the respective banks. In such 
a way the central bank has had increasing recourse to quan- 
titative restrictions month after month. The Bank of Japan 
requested financial institutions to present for perusal their 
import letters of credit opening schedule for June and on- 
ward. After examining the. monthly schedules thus pre- 
sented, the central bank set limits to the total value of 
import credits for the financial institutions, thus virtually 
imposing quantitative restrictions on the whole scope of 
import credit openings. 

d. Tightening of Import Finance: With effect from 
May 14, the usance on sterling import bills-was shortened 
by one month to three months after the arrival of shipping 
documents—making the interval period equal to the dollar 
import usance. The credit facilities for sterling imports 
that covered a wide range of commodities other than luxuri- 
ous and non-urgent goods have been reduced to apply only 
to imports of thirty-three items, mainly raw materials for 
the manufacture of exports. To the financing of imports 
in German marks, Swedish Kronor, and Frénch francs the 
same terms of finance as in the case of sterling imports 
have been granted. At the end of March the Government 
decided on a substantial curtailment of foreign currency 
loans by exchange banks to branch offices of Japanese trad- 
ing firms abroad. The scope of foreign currency financing. 
has been reduced on a large scale. -The main object of 
overseas loans lies in financing exports to Japan, and there- 
fore their curtailment has the indirect effect of checking 
Japanese imports. 

(3) Withdrawal of Foreign Currency Deposits from 
Exchange Banks: Part of the Government’s foreign currency 
holdings has been deposited with the Japanese “A” exchange 
banks (See Remarks. 1) to finance their foreign exchange 
transactions, credit facilities fér imports, and overseas loans. 
As a means of tightening- up on foreign currency financing 
the Government on May 8 when the Bank of Japan raised 
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its basic discount rate notified them of withdrawing part of 
its foreign currency deposits in instalments. The amount 
withdrawn from them was more than half the total deposits 
of foreign currencies. This excluded the large amount of 
foreign currency deposits withdrawn from the Bank of 
Tokyo, for this Bank, unlike other Japanese “A’’ exchange 
banks, keeps a foreign currency deposit account of the 
Government. 


3. Foreign Trade 


In addition to the indirect and quantitative restrictions 
outlined in the foregoing sections the Government has em- 
ployed a round of such restrictive measures as are con- 
sidered effective in. curbing imports. 


a. ‘Revision of Import Security System: The Govern- 
ment on June 4 revised the import security system, and 
raised the import security rates (See Remarks 2), and 
again on June 20 it raised them still further. Under the 
revised import security system, importers have been re- 
quested to deposit with exchange banks 5 to 35 per cent of 
the import value in cash, which the exchange banks have had 
to re-deposit with the Bank of Japan. Import commodities 
that have been exempted from security deposits include cer- 
tain raw materials to be used for the manufacture of ex- 
port commodities, import goods linked with exports, com- 
modities to be imported on a barter basis, and imports for 
special procurements and deliveries to the U.S. forces in 
Japan. 


b. Restraints on Special Allocation of Foreign Ex- 
change Fund: Under the Special Allocation System of 
Foreign Exchange Fund, those who exported or manufac- 
tured commodities for export other than those specified are 
allowed to use the 3 per cent equivalent of the foreign 
exchange they have acquired for special imports or in- 
visible payments. With effect from June 8 the Government 
selected 60 items from among the import goods to which 
the Special Allocation System is applicable, and made un- 
available the portion in excess of the amounts scheduled 
for the selected items. 


c. Postponement of Public Announcement of Foreign 
Exchange Allocation: The foreign exchange budget for the 
first half of fiscal 1957 was compiled on the considerable 
seale of $2,644 million, a scale that later proved too large, 
as the actual use of the whole amount meant a serious 
deterrent to the process of improving external balance. In 
an attempt to curtail the budget appropriations or to post- 
pone the actual operation, the Government partially ceased 
or postponed public announcements of foreign exchange al- 
location, and by so doing reportedly succeeded in reducing 
the actual use of the budget by some $600 million during 
the April-September period. 

d. Reduction in Foreign Exchange Budget for Second 
Half of Fiscal 1957: For the second half of fiscal 1957 
(October through March) the Government put the foreign 
exchange budget at $2,009 million, some $600 million below 
that for the first half to check a further worsening in the 
deficit balance of external payments that was valued at $494 
million for the first half of fiscal 1957. Nevertheless, the 
budgetary scale for the second half shows no appreciable 
difference from that for the first half, if account is taken 


of the substantial reduction of $600 million in the budget 
for the first half. 


4. Investment 


The Government urged key industries to comply with 
the overall economic: policy by rescrutinizing their fund 
supply programme for equipment investments and postpon- 
ing their investments to the extent that economic cireum- 
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stances permit. In response to the Government request, 
the Fund Deliberative Council of Financial Institutions, an 
advisory organ to the Ministry of Finance that consists of 
civilian representatives, in July formulated for recommenda- 
tion a postponement scheme for private equipment invest- 
ments. According to the recommendation, the rate of post- 
ponement for private equipment investments is higher than 
that for the Government investment and loan project (15.9 
per cent). This is interpreted to mean that private enter- 
prisers find it hard to obtain sufficient funds for their in- 
vestment projects on account of the credit squeeze. 


5. Foreign Credits 


As has so far been explained, the Government in its 
effort to restore equilibrium in the external payments balance 
worked out an overall economic policy and implemented it 
immediately. Meanwhile, the Government, with a view to 
easing up on the then stringent foreign currency financing 
difficulties, obtained long and short-term dollar loans from 
the International Monetary Fund and the Export-Import 
Bank of Washington. 


a. Loan from I.M.F.: While devising the overall 
economic policy, the Government applied for a U.S. dollar 
loan from the International Monetary Fund, and on June 
27, the Fund formally authorized a long-term loan amount- 
ing to $125 million. Under the loan contract Japan borrow- 
ed $75 million in July and $50 million in August. 


b. Loan from Export-Import Bank of Washington: 
Immediately after the formal approval was given to the 
loan from the International Monetary Fund, the Export- 
Import Bank of Washington on June 28 extended to Japan 
a short-term loan of $175 million. Since this included the 
renewal of a $60 million loan for financing the import. of 
raw cotton from the United States, for which Japan has 
been supplied with loans for the past six years, the new 
credit granted amounted to $115 million. Of the new 
credit, $50 million was made available for cotton imports 
and the remaining $65 million for the import of farm pro- 
duce with their tenancies set at twelve months for the former 
and nine months for the latter. 


ECQNOMIC ADJUSTMENT IN PROGRESS 


This is to scrutinize what effects the overall economic 
policy designed to improve the external balance have had 
on the internal and external economic position of this coun- 
try since its inception in May. 


1. External Payments Balance 


In the six-month period up to November following the 
enforcement of the overall economic policy, foreign ex- 
change earnings totalled $1,847 million and outlays amount- 
ed to $2,141 million, with the external account showing 
a deficit of $294 million. In fact, the deficit balance will 
be reduced materially to $32 million if allowance is made 
for a $262 million contraction in deferred payments balance 
during the period. From its peak figure of $117 million in 
May the deficit balance allowing for the deferred payments 
balance continued to decline, and it turned into a surplus 
of $19 million in September. This trend extended into 
the following months with surplus balances being $66 mil- 
lion for October and $58 million for November. Apart from 
changes in deferred payments balance, the external account 
continued to show adverse balances up until September 
when the red figure was $55 million. In October, however, 
the deficit was converted into a surplus of $26 million, 
and for November the surplus was $21 million. Thus the 
overall economic policy the Government adopted to meet the 
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payments difficulties showed a favourable reflection in ex- 
ternal payments figures in five months. In the previous 
payments crisis, however, the Government’s counter-measures 
took some ten months before they reflected favourably in 
the external balance. For the eleven months of 1957 as 
a whole, however, the foreign exchange balance of pay- 
ments was unfavourable by $579 million, or $448 million 
when deferred payments balance was adjusted. 


The immediate future course of external balances can 
be foreseen from the monthly statistics on the receipts and 
openings of letters of credit, which are the main means of 
foreign payments used for the settlement of this country’s 
foreign trade transactions. The external payments balance 
for May, when tight money policy got under way was $101 
million in the red on a letter of credit basis. Partly owing 
to the pressure on the issuance of import letters of credit 
by exchange banks, exports and imports on the basis of 
letters of credit were nearly balance at $210 million in 
July. In the subsequent four months the value of export 
credits somewhat exceeded that of import credits except 
in October when the balance was unfavourable by $19 
million. It is generally agreed that the values of export 
and import credits usually require two or three months be- 
fore they reflect themselves in external balances. Viewed in 
this way, the paytnents balance will most likely record a 
surplus figure in December. 


Reflecting the changes in the external payments posi- 
tion, foreign exchange holdings fell away sharply by $240 
million in two months to $873 million at the end of June 
from the $1.113 million at which they stood at the end of 
April. But they increased by $32 million to $905 million 
by the end of October in consequence of the purchase of 
$125 million from the International Monetary Fund and the 
improvement in external payments. Judging from the re- 
cent trend in export and import credits and the seasonal 
rise in exports, it is likely that for the ensuing two months 
foreign exchange holdings will increase a little. The out- 
look for the foreign exchange holdings in earlier months of 
1958 is not necessarily bright in view of the seasonal im- 
port expansion in the early part of the year, and a possible 
slackening in export expansion due to the world-wide 
dollar shortage. The Government on its part still stands 
firm on its tight money policy and has frequently reaffirmed 
its determination to improve the external economic position 
of this country. It is likely, therefore, that foreign ex- 
change holdings will resume a rising trend in 1958. 


2. Imports 


The customs returns for the first eleven months of 
1957 show that imports totalled $3,987 million, being 37.0 
per cent larger than in the same period of 1956. This com- 
pares with a 30.7 per cent expansion in 1956 over 1955. 
Examined by six-month periods before and after the tight 
money policy, imports between June and November, valued 
at $2,036 million, showed a considerable reduction of 10.3 
per cent compared with the previous six months. They 
reached their peak of $453 million in May on a monthly 
basis and later turned downward to $266 million in Novem- 
ber, a substantial decline of 41.2 per cent compared with 
May. The commoidity composition of imports in November 
as compared with May shows that decreases were outstand- 
ing in metal ores and scrap (down 56.2 per cent), mineral 
fuels (19.5 per cent), machinery (11.3 per cent), textile 
materials (40.8 per cent), and other raw materials (43.5 
per cent). 

All this can be traced to the direct and indirect tight 


import measures, including the virtual reduction of foreign 
exchange allocation, raising of import security rates, tighten- 
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ing of import finance, and restriction on the establishment 
of import credits. Indications are that imports will con- 
tinue at the current level; nevertheless, their trend in early 
1958 calls for particular attention as seasonal imports come 
into active demand at this time of the year. 


3. Exports 


During the first eleven months of 1957 exports amount- 
ed to $2,556 million according to the customs statistics, 
which is 14.7 per cent larger than in the corresponding 
period of 1956. The fact that the total exports in 1956 
stood 24.4 per cent above the level for 1955, indicates that 
the rate of export expansion has slowed down. In the six- 
month period from June, exports totalled $1,438 million, 
showing a 3.5 per cent increase over the preceding six 
months. Between the corresponding periods of 1956 ex- 
ports expanded by 6.7 per cent. From this also, a slowing 
down in export expansion can be observable. 


By commodity classes, exports rose particularly in iron 
and steel, cotton fabrics, and spun rayon fabrics in the 
June-November period compared with the previous half-year 
period, but they fell in rayon filament fabrics, cement, and 
vessels. The advance in exports of investment goods such 
as iron and steel is set down to the fact that before the 
tight money policy, strong domestic demand for these 
items and the resultant rise in their prices combined to 
weaken their competitive power in the overseas market, but 
after that their prices turned downward, enabling them to 
increase their sales abroad. 


In all, indications are that the international competi- 
tiveness and export capacities of Japanese goods have 
gradually improved, and there is evidence to support the 
view that the future expansion of Japanese exports depends 
highly on the economic improvements in countries that are 
suffering from dollar shortage and the mitigation of import 
restrictions on the part of the United States, Canada and 
Australia. 


All this considered, it may safely be said that from a 
short-term viewpoint, the overall economic policy has suc- 
ceeded in bringing equilibrium or even a surplus, though 
small, to the external account. Since the contraction in 
imports has been the result of the rather violent restrictive 
measures, the trend of imports and external payments in 
the period ahead will rest basically with future investment 
activity, consumption, production, prices, and monetary 
situation. In the following sections these factors are com- 
mented upon briefly. 


4. Investment 


a. Inventory Investment: The tight money processes 
have had a most serious impact on the inventory situation. 
With the start of the tight money policy, the growth of 
dealers’ stocks of finished goods and manufacturers’ stocks 
of industrial raw materials has slackened remarkably, and 
subsequently even their inventory indices have turned down- 
ward. The manufacturers’ stocks of imported raw materials 
which are cited as a major element of the deterioration in 
external balance reached their peak in June, and have since 
continued to decline. In terms of inventory index, the 
figure advanced to a record high of 463.9 (1950—100) in 
June and fell by 0.4 per cent to 462.2 in July, and it further 
dropped by 0.6 per cent to 461.2 in August and by 2.7 per 
cent to 451.4 in September. Thus the rate of contraction 
has swelled month by month. ‘The reverse is true of manu- 
facturers’ inventories of finished goods. The inventory 
index fer mining and manufacturing industries, which stood 
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at 162.4 (1950=100) in May, showed a steep upturn of 
28.1 per cent to reach 208.1 in September. But the rate 
of growth tended to decline; 11.1 per cent in June over 
May, 8.3 per cent in July, 5.5 per cent in August, and 1.0 
per cent in September. This resulted from production re- 
trenchment as is evidenced by the continual reduction in 
production index. Classed by manufactures, inventories of 
iron and steel, non-ferrous metals, machinery, and paper 
and pulp have increased at a faster rate than the average 
tempo. Grouped by investment goods, producer goods, and 
durable and undurable consumer goods, stocks of durable 
consumer goods expanded considerably, but undurable con- 
sumer goods decreased exceptionally. 


From all this it is discernible that the tight money 
drives have had the effect of reducing dealers’ stocks of 
finished’ goods and manufacturers’ stocks of raw materials, 
increasing manufacturers’ stocks of finished goods and then 
curtailing production. 


b. Equipment Investment: Major industries were per- 


suaded to postpone their equipment investments by 
16.1 per cent of their investment projects because 
of the growing pressure on fund availability due to 


the intensified tight money moves. The monthly statis- 
tics of the central bank on new supplies’ of funds for 
industrial investments show that they decreased by 0.5. per 
cent in May compared with April when the tight money 
policy had not been initiated. Figures for the months that 
followed all stood below the April level; 4.3 per cent for 
June, 3.5 per cent for July, and 3.8 per cent for September 
with August as an exception when they were 16.2 per cent 
higher on account of the new share issues for capital in- 
creases. Manufacturers’ shipments of investment goods in 
May were 0.6 per cent lower than in April. Likewise, they 
stood below the April level by 3.5 per cent in June, 7.3 per 
cent in July, 8.6 per cent in August, and 8.8 per cent 
in September. The total floor space under construction 
attained its peak in April, and has ‘since continued to de- 
erease gradually. The new machinery orders placed by 
private enterprisers from June to October was Y36,315 mil- 
lion in value on a monthly average basis, representing a 
31.0 per cent decline compared with Y52,615 million for 
the preceding five months. 


5. Consumption 


In four months to September 1957 the consumption 
index for all families of all cities (prepared by the Econo- 
mic Planning Agency) rose 4.1 per cent to the monthly 
average of 149.8 (1951—100) from 143.9 for the previous 
fivé months.. The index number was 4.8 per cent larger 
than the comparable figure of 143.6 of a year earlier. A 
rising trend was also witnessed in the consumption level 
for farmers during the June-September period. Behind +this 
was their increased earnings consequent upon abundant .rice 
harvests in the three consecutive years. In the’ meantime, 
labour income has increased steadily owing to the substantial 
reduction in income tax envisaged in the national budget 
for the cirrent fiscal year and the wage increases realized 
as the result of the organized spring labour struggle. A 
decline in both income and employment that may result 
from a downturn in business activity requires some time 
before it affects the living standard of workers, and there- 
fore their consumption is presumed to continue at a re- 
latively high level for the time being. 


6. Production 


As a reflection of the demand situation industrial pro- 
duction at the mining and manufacturing levels at- 
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tained its peak in July. It dropped in August, but 
picked up in September for seasonal reasons. In Octo- 
ber, however, it turned downward. The production index 
for the June-October period averaged 253.9 (1934-36 
average—100) on a monthly basis, rising 5.0 per cent over 
the comparable figure of 241.7 for the previous five months, 
still continuing at a high level, for it stood 14.4 per cent 
higher than the index of a year earlier. Worth noting in 
this respect, however, is that the production index for 
October was down close to the April figure and 5.7 per 
cent lower than that for July. At the mining level alone, 
the output index reached its peak as early as May. But 
for October the index stood 3.2 per cent below the May 
level. The manufacturing production index recorded its 
peak in July. Its October index was 6.0 per cent smaller 
than the July figure. Of manufacturing lines, durable goods 
saw their peak of production in May as was the case with 
mining products, and in October it stood at a level 8.7 
per cent lower than in May, while undurable goods pro- 
duction hit its record high in July as did manufacturing 
production as a whole, and its October index.was down by 
4.9 per cent from the peak figure. The production indices 
for October for such durables as metals and machinery stood 
16.3 per cent and 6.9 per cent below their peak levels 
reached in May and June respectively. For such undurables 
as textiles, chemicals and foodstuffs they were 1.3 per cent, 
7.3 per cent, and 5.9 per cent lower than their respective 
peak figures recorded in June, July, and July. This indicates 
that the production of investment goods such as metal pro- 
ducts and machinery that previously expanded notably re- 
corded a particular reduction. 


Tracing the course that industrial production has 
followed, producer shipment of industrial products was 
most active-in May and turned downward thereafter. The 
average index of shipments for mining and manufacturing 
industries (prepared by the Ministry of International Trade 
and Industry), which stood at 257.1 (1950=100) for the 
first five months of 1957, moved up by 1,4 per cent to 
260.6 in the four months that followed, which was 15.0 
per cent higher than the index of a year earlier. The ship- 
ment index of 263.3 for September was down close to the 
March level, or 2.4 per cent below the May level. The 
September shipment indices for investment and producer 
goods were 3.8 per cent and 6.1 per cent lower than their 
peak levels reached in April and May respectively, but for 
consumer goods the index stood 7.3 per cent higher than 
that for May. Of consumer goods, durables saw a steep fall 
of 20.9 per cent in their overall shipment index for Septem- 
ber from the June level, which, however, was more than 
offset by the advance in the index for undurables. Generally 
speaking, producer shipments decreased notably in manufac- 
tures whose output showed a considerable expansion under 
the investment boom, but the reverse was the case for such 
consumer goods as textiles whose production had been hard 
hit by operation cut. 


Thus the tight money drives have brought about the 
decline in demand and the drop in shipments, and the 
expansion in, producer .inventories has resulted in conse- 
quence. Against this background, industrial production fell 
off markedly in August, but seasonably turned upward in 
September. The future movement of production has to be 
watched carefully in relation to the trend of demand. So 
long as the tight money moves continue, new investments at 
home are most likely to be postponed, any sharp rise in 
consumption is hardly expected on account of its ruling stable 
propensity, and the rising export demand has slowed down 
in recent months reflecting the dollar shortage situation 
abroad. All this considered, any abrupt advance in produc- 
tion is hardly to be anticipated. ‘ 
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7. Commodity Prices 


The tight money processes have initially had the 
effect of reducing wholesale prices through the adjustment 
of dealers’ stocks of manufactured goods. The wholesale 
prices were already taking a generally sideways trend from 
their peak reached in January reflecting the increased com- 
modity supply that resulted in the main from the consider- 
able import expansion since early 1957. This trend in 
wholesale prices has been accentuated by the credit restric- 
tion. The wholesale price index for all commodities averaged 
104.6 (1952=100) for the June-November period, which 
was 1.8 per cent lower than the monthly average for the 
previous five-month period, but still 1.2 per cent higher 
than the index of a year earlier. Dividing wholesale com- 
modities into the two main groups of producer goods and 
consumer goods, the former fell sizably by 3.0 per cent 
while the latter dropped slightly by 0.4 per cent during the 
June-November period respectively compared with the 
monthly averages for the January-May period. Examined 
by commodity classes, wholesale prices declined in textiles 


(down 6.1 per cent), metals and machinery (5.8 per cent),. 


building materials (1.1 per cent), and chemicals (1.5 per 
cent), whereas fuels and foodstuffs advanced. The whole- 
sale price index for November was 2.5 per cent lower than 
that for January which is the largest so far recorded this 
year, and 1.4 per cent lower than the previous year’s index 
which was close to the level for the August-September period 
of 1956. 


The fall in wholesale prices since the tight money 
policy was initiated has been once interrupted. To begin 
with, there was a sharp fall in wholesale prices of textiles 
and metals due to the adjustment of their stocks. This 
was followed by reductions in chemicals, machinery, and 
other commodities, putting an end to the price decline. In 
September and October there were reactionary rises in 
wholesale prices of 0.2 per cent and 0.4 per cent respectively 
over the preceding months. Mainly accounting for this were 
the manufacturers’ price stabilization steps for soft goods, 
particularly chemical fiber goods, and the upward revision 
of prices for iron and steel. In November the wholesale 
prices fell back by 0.5 per cent from the October level. So 
long as the Government maintains its tight money policy, 
prices will drop still further, but any decline of larger size 
is unlikely, considering heavier pressures on industrial pro- 
duction in the period ahead due to a possible growth of 
manufacturers’ inventories. 


The consumer price index rose 0.8 per cent to the 
monthly average of 123.2 (1951=100) during the four 
months to September over the comparable figure for the 
January-May period. What shared the increase included 
foodstuffs (up 0.9 per cent), clothing (0.7 per cent) and 
cost of dwelling (2.3 percent). Fuel and light expenses 
fell exceptionally by 0.5 per cent. 


Speaking generally, the price movements following the 
tight money policy were featured by the steep fall in in- 
vestment goods and some consumer goods, particularly tex- 
tiles, and the stable level of consumer prices. Furthermore, 
this price trend was the complete reversal of the one that 
had continued during 1956 and up to May 1957 when the 
tight money policy was enforced. 

The export price index for the June-October period 
averaged 124.9 (July 1949-June 1950=100) on a monthly 
basis, according to the statistics of the Bank of Japan, which 
were 3.8 per cent lower than the monthly average for the 
first five months of 1957 and down by 3.1 per cent from 
the 1956 average. From the peak levels reached in January 
this year the export price indices for October fell 5.2 per 
cent for textiles, 3.9 per cent for metal and products, 1.9 
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per cent for chemicals and 7.0 per cent for foodstuffs. The 
monthly average index of import prices for the June-October 
period stood at 104.0, which was down by 2.8 per cent from 
the monthly average for the preceding five months and 0.5 
per cent lower than the 1956 average. Examined by major 
commodity groups, the October indices for textile materials, 
minerals, and metal and products fell below their peak levels 
reached respectively in May, May and January by 4.3 per 
cent, 9.0 per cent and 7.5 per cent. 


8. Money Market 


It has already been noted that the overall economic 
policy to recover external payments equilibrium had their 
objectives initially in curbing fund requirements by means 
of raising the central bank’s basic discount rate and of 
increasing the interest rates on commercial bank loans, while 
holding down the total volume of commercial bank loans 
through moral suasion of the central bank. At the early 
stages of credit restriction the fund demand for the con- 
tinuing equipment investments that set in before the tight 
money policy has remained unabated. The fund require- 
ment for the settlement of imports, which grew rapidly from 
the beginning of 1957, reached an extremely high level, and 
that for increased tax payments as a reflection of the econo- 
mic prosperity continued to rise. Under the circumstances, 
commercial bank loans continued to increase despite the 
rigorous quantitative restrictions. But the short-term loan 
extension for dealers’ inventory build-up necessarily came 
under heavy pressures with the result that the tight money 
steps began to take effect at an early stage in the field of 
commodity transactions. The bank note issue kept declin- 
ing gradually, reflecting the fall in commodity. prices and 
the increased payments by drafts instead of cash settle- 
ments. 


Net bank deposits (gross deposits less cheques and bills 
in course of collection and foreign currency deposits) in- 
ereased only 2.2 per cent in the June-October period over 
the preceding five months on a monthly average basis, while 
bank loans _rose appreciably by 7.9 per cent, generating a 
heavy fund demand on the part of banking institutions. 
Against this background the central bank advances over the 
period showed a two-fold increase against a three-fold ex- 
pansion during the comparable period of 1956. Between 
June and October the bank note issue fell to Y664,600 mil- 
lion at the end of October, a shrinkage of Y19,100 million 
from Y683,700 million at the end of April. Likewise, the 
deposit currency of banking institutions fell Y72,900 million 
to ¥230,800 million at the end of October. 


Any further increase in tax revenue is unlikely, and 
fund requirements for the settlement of imports and for 
new equipment investments are expected to decline, but fund 
demand for financing manufacturers’ inventory accumulation 
will continue to be heavy. In due course of time, however, 
the financial position of commercial banks is expected to 
improve gradually, and in consequence the “over-loan” situa- 
tion will be corrected, and the central bank advances to 
commercial banks will likely edge downward in the period 
ahead. 


CONCLUSION 


In a comparatively short span of time since this coun- 
try met with external payments difficulties, the economy 
has seen an improvement in its external position through 
the application of the Government’s overall economic policy, 
and elready the external account has recovered equilibrium. 
If Japan is to repay foreign credits and accumulate foreign 
currencies, it is of absolute necessity for her to expand ex- 
ports and reduce imports. Recent indications are that ex- 
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port growth is likely to lose pace presumably because of 
the dollar shortage abroad. Therefore, export expansion 
does require strenuous efforts in all directions. On the 
other hand, there are no signs at present of imports again 
turning upward in the period immediately ahead because 
of factors other than seasonal, for the overall economic 
policy has taken effect favourably enough to see a substantial 
reduction in equipment and inventory investments and a 
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slackening in the rise of consumer demand, making it neces- 
sary for manufacturers to adjust their production. From 
all this it is presumed that the external payments position 
of this country is hardly likely to witness a substantial de- 
terioration in the immediate future. More feasible it is that 
Japan will forge ahead in accumulating foreign currency to 
complete the adjustment processes essential to the improvy- 
ing of her economy. 


ECONOMIC LETTER FROM TOKYO 


The Bank of Japan’s note issue outstanding at the 
end of last fiscal year (Mar. 31) amounted to Y688,696 
million as against Y666,208 million at the corresponding 
month-end in the previous year. Loans and_ discounts 
reached Y588,148 million at the same date in comparison 
with Y276,390 million a year ago. The previous high in 
month-end balances of loans and discounts having been 
Y569,098 million on the last day of February this year, a 
new record was established at March-end. As to the note 
issue, there was an expansion of Y22,488 million during 
fiscal 1957 (Apr. 1957-Mar. 1958), which, if compared with 
Y91,454 million increase in fiscal 1956, may be said to have 
been moderate. 


Special procurement contracts concluded during fiscal 
1957 amounted to $135,257,000 in goods and $83,123,000 
in services, that is, $218,380,000 in all. This is an in- 
crease of 24% in comparison with $176,061,000 in fiscal 
1956, which is attributable to the increase in contracts for 
goods to almost double the amount of $74,135,000 a year 
ago. Conspicuous among them are such contracts made 
out of MDAP funds for trucks ($33,100,000) and destroyers 
($18,700,000). The total receipts from the funds with 
respect to U.S. military forces here and I.C.A. (Interna- 
tional Cooperation Administration) amounted to $529,300,- 
000 during the year as against $587,400,000 a year ago, 
showing a decrease of 10%. It is due mainly to the with- 
drawals of U.S. troops, as is shown particularly by 14% 
falling off in the sales of yen to U.S. military personnel 
for this private consumption in Japan. 


Our foreign exchange accounts for fiscal 1957 resulted 
in a deficit balance of $297 million with receipts totalling 
$3,638 million and payments $3,935 million. Taking into 
account payments made for debts in the form of usance 
bills or otherwise, the real deficit is reduced to $118 million 
compared with $182 million deficit in the previous fiscal 
year. 


The Government formally decided on the foreign ex- 
change budget for the first half of fiscal 1958 (Mar.-Sept.). 
It provides for $1,628 million import of goods, including 
$150 million reserves, and $396 million invisible trade pay- 
ments, making in all $2,024 million. If this budget for 
import of goods is compared with the initial budget for the 
same period of fiscal 1957, i.e. $2,236 million, there is a 
decrease of nearly 27%. If compared with $1,652 million 
for the second half of the same year, it is $24 million 
smaller. Considering, however, that the foreign exchange 
payments for the said second half of fiscal 1957 amounted 
only to $1,340 million, it may be said that there is no small 
margin for the coming half-year. In drawing up the first 
half-yearly budget our merchandise export is estimated at 
$250 million and import at $240 million per month ($1,500 
million and $1,440 million, respectively, for 6 months), and, 
together with the invisible trade excess receipts, a favorable 
balance of $150 million is anticipated during the period. 
The demand for imported goods being now at a low ebb, 
the budgeted import is also much reduced in scale. But 
provision is made for any sudden change in the economic 
situation by amply enlarging the reserves. 


PROSPECTS OF TATWAN-RYUKYU TRADE 


By Molin Ho 
(Central Trust of China, Taipei) 


Government officials and industrial and business lead- 
ers of the Ryukyus have organised missions and visited Tai- 
wan three times during recent years. It was to reciprocate 
such courtesies that the author was asked to form a trade 
mission to tour the Ryukyus. The Chinese trade mission 
consisted of bankers, public enterprise administrators, and 
trade association officials. A total of 19 members toured 
the Ryukyus and consulted with government officials and 
business leaders of these islands. The tour lasted from 
October 7, 1957 to October 13, 1957. 

The foreign exchange and trade situation of the Ryuk- 
yus is as follows: (1) Central Control of Foreign Ex- 
change—All foreign exchanges, precious metals, securities, 
and checks and drafts payable in foreign monies must be 
registered with or surrendered to the Bank of the Ryukyus. 


The Government buys foreign exchanges with local cur- 
rency at the official or the open market rate. (2) Foreign 
Exchange Budget—Quarterly foreign exchange budgets are 
made by the authorities to regulate external payments. (3) 
Import & Export Permits~All commodity imports must be 
licensed by the Government. Exports should also be 
licensed in principle although there are some types of ex- 
ports which are exempted from licensing. (4) External 
Trade—With the exceptions of government handled com- 
modities (rice, fertilizers, crude oil and products, etc.), 
all other commodities are handled by private traders. (5) 
Import Volume—The annual import value of the Ryukyus 
amounts to some US$80 million; the annual imports needed 
by U.S. servicemen stationed there are higher, being in the 
neighbourhood of US$200 million. Therefore; the Ryukyus 
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is a very good market. (6) The market of the Ryukyus is 
almost exclusively reserved for Japanese goods at present. 
In order to establish a market there for Taiwan products, 
it is not only necessary to make these products competitive 
both in quality and price, but also essential that hard 
effort should be made. (7) In the past, due to the un- 
familiarity of Taiwan products, the lack of bottoms, the 
dearness of freight, etc., very little trade was done between 
Taiwan and the Ryukyus. It is essential that these pro- 
blems must be solved before Sino-Ryukyu trade can flourish. 


The main import items of the Ryukyus are as follows: 
(1) Foods—US$25 million during 1956 including rice, $9 
million; wheat flour, $2 million; meat, eggs, fish, noodles, 
fresh fruits, vegetables, tea, cheese, sauce and soyasauce, 
ete. (2) Tobacco & Wine—$2,500,000. (3) Basic Mate- 
rials—$6,200,000 including $4,500,000 of Japanese cedar. 
(4) Chemicals & Pharmaceuticals—$6,100,000 including 
$1,500,000 in pharmaceuticals and $1,100.000 in chemical 
fertilizers. (5) Industrial Products—$28,700,000 including 
$9,200,000 in machinery and vehicles, $3,300.000 of cement, 
and $5,700,000 of textile products. (6) Miscellaneous— 
$14,600,000 including $6,000,000 of ready-made suits. 


Due to war destructions and postwar needs, the per 
capita import value of the Ryukyus is the highest in the 
Far East area—with the exception of Hongkong. The 
value of annual per capita import of the Ryukyus’ (ex- 
cluding imports for U.S. military) averaged $107 as com- 
pared with $12 for Taiwan, $28 for Japan, $25 for the 
Philippines and $16 for Thailand. 


Exports of the Ryukyus totaled a mere $5 million dur- 
ing 1952; in 1956, total exports rose to $20 million but this 
value was still just a quarter of the value of total imports. 
Trade between the Ryukyus and Japan accounts for 70% 
of total Ryukyu imports and 90% of total exports. Tai- 
wan’s share amounts to only 5 per mil and 2 per mil respec- 
tively. Main items of exports from the Ryukyus are black- 
strap molasses and scrap iron, for which Japan either waives 
their import duties (considered as domestic trade) or gives 
preferential rates on tariffs. Hence, Ryukyu exports to 
Japan can net higher profits. This also points up the 
Japanese technique in promoting foreign trade. 


Products the Ryukyus Wish to Export to Taiwan:— 
(1) Serap Iron—The Ryukyus export around 100,000 m/t 
of scrap iron each year. Formerly, all scrap iron exports 
were shipped to Japan, the Ryukyus now hope to export 
some of their scrap iron to Taiwan. In principle, Taiwan 
tan buy scrap iron from the Ryukyus in order to average 
down the freight charges and to increase shipping between 
these two areas. However, a link between our purchase 
of Ryukyu scrap iron and their purchase of Taiwan rice is 
hoped to be established to promote mutual trade. (2) Scrap 
Copper—The Ryukyus export large quantities of scrap cop- 
per, formerly this item was exclusively shipped to Japan 
for processing but now they hope to export to Taiwan as 
well. (3) Old Rubber Tyres—Large quantities of this item 
are stored on the Ryukyus. Old rubber tyres are used by 
the natives as fuel. (4) Old Trucks—The Ryukyus hope 
to sell 20 old trucks to Taiwan per month at reasonable 
prices. (5) Sulphur—The 50 m/t monthly output of sul- 
phur on Yuo Island of the Ryukyus has a purity of 99.9%. 
Taiwan planned to purchase this item from the Ryukyus 
but due to price differences, no deal has yet been reached. 
(6) Salted Fish—The Ryukyus want to sell 10,000 cases 
(25 catty per case @ US$3.00) of salted fish to Taiwan 
every year. Sample has already been furnished and the 
Central Trust of China is handling the importation of this 
item. (7) Beche-de-Mer—The Ryukyus export 5,000 cat- 
ties of beche-de-mer each month at US$1.20 per catty. 
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Beche-de-mer is on the ‘Suspended Imports’ list of Tai- 
wan; however, the Ryukyus request suspension of this item 
be lifted. (8) Oatmeal—Monthly production of oatmeal 
in the Ryukyus is 300 m/t of which 200 m/t could be ex- 
ported. 


Taiwan Products Exportable to the Ryukyus:— 
(1) Rice—Some 50,000 to 55,000 m/t of rice have to be 
imported by the Ryukyus every year of which about 10,000 
m/t are of better grade. The Ryukyus will purchase pon- 
lai rice from Taiwan. The preliminary terms reached by 
this Mission and Ryukyu officials are: (a) quantity pur- 
chased to be set at 9,000 m/t; (b) in order to coordinate 
with local needs, shipments of Taiwan rice to the Ryukyus 
are to be made in the following manner: 500 m/t each 
month for June through December inclusive and 1,000 m/t 
for January through May inclusive; and (c) price to be set 
at US$147 per m/t f.o.b., the same price agreed between 
Taiwan and Japan. There are some difficulties in Ryukyu 
rice purchase arrangement yet to be solved. Final agree- 
ments are not expected to be signed until the spring of 
this year. (2) Tea—In the past, Taiwan’s pouchong tea 
and jasmine pouchong tea enjoyed large sales in the Ryuk- 
yus. This advantage has recently been cut down by the 
competition of. Japanese tea. 


(3) Flour—The Ryukyus import large quantities of 
flour each year, mainly from Japan, Hongkong, and the 
United States. Now that Taiwan’s flour mills are flourish- 
ing, this Mission suggested to the Bureau of Economic 
Affairs of the Ryukyus for a barter deal of 1.333 m/t of 
wheat c.if. for every m/t of flour f.o.b. (4) Salt—The 
Ryukyus have been importing salt from Taiwan for many 
Total import of Taiwan salt during 1957 amounted 


years. 
to 4,800 m/t. An overseas Chinese merchant wanted to 
handle an annual importation of 6,000 m/t of salt from 
Taiwan. (5) Glass—The Ryukyus have been importing 


glass from Japan. A market was established for Taiwan 
glass since March, 1957 when Hsin-Chu Glass Works of 
Taiwan started to ship plane glass to the Ryukyus. (6) 
Aluminum Products—There is no aluminum processing fac- 
tories in the Ryukyus so sales of aluminum ingots cannot 
be consummated. However, there is a huge market for 
aluminum windows and doors. The first order of aluminum 
windows and doors from Taiwan amounted to over US$ 
700,000 so the prospect in this line is very good. 


(7) Plywood—Plywood processed by the Fu Shing 
Manufacturing and Lumber Co., Ltd. of Taiwan had already 
met the specifications of the U.S. military on the Ryukyus. 
Large shipments are now being made. Other plywood 
manufacturers, when their products passed the tests, may 
also export plywood to the Ryukyus. The Ryukyus are 
still in the midst of reconstruction and frequent damages 
caused by typhoons both bolster the need of plywood. (8) 
Paper—Excepting U.S. military needs, paper used in the 
Ryukyus is exclusively imported from Japan. The quality 
of Taiwan paper is inferior to that of Japanese paper. 
The preference for Japanese paper by the Ryukyus is not 
only price considerations. (9) Reinforced Structural Steel 
—The Ryukyus purchase iron and steel products from Japan 
and the United States. The price used to be slightly higher 
than that of the world market. Recently, due to the de- 
cline in steel prices of Japan and Hongkong, price of struc- 
tural steel was lowered to comparable leyels with that of 
Taiwan. However, locally manufactured structural steel is 
inferior in quality as compared with Taiwan product. Tang 
Eng Engineering Corp. of Taiwan made a few trial ship- 
ments of structural steel to the Ryukyus recently. Once 
a market is established, the prospect will be good. (10) 
Sugar—Although the Ryukyus export large quantities of 
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INDONESIA’S CULTURE 


By S. Takdir Alisjahbana 


The Second World War had curious, unexpected conse- 
quences in Indonesia. For four years we endured Japanese 
oppression. and the whole nation was shaken by it. Standards 
and values which, under Dutch colonial rule, had seemed 
firm, went by the board. The villages, those oases of tran- 
quillity founded on age-old traditions, suddenly began to 
change. In contrast with Dutch rule, which kept the rural 
areas as unaltered as possible, the Japanese encouraged the 
entire population to rise up in favor of their Greater Hast 
Asia imperialistic dreams. Nobody remained untouched— 
the peasant, the civil servant, the teacher, the religious and 
political leaders. But it was chiefly the simple Indonesian 
youth who became aware of the vast possibilities he possess- 
ed. He plunged idealistically into the boiling caldron of 
war the Japanese had so calculatingly prepared. 

The revolution against the Dutch after the Japanese 
had been expelled must be seen in this setting. Suddenly, 
this most gentle of people—the Indonesians—became street 
fighters and smugglers, organizers of mass meetings and 
guerrillas, a few only remained dreamers and artists. And 
out of this ferment emerged the present problems of the 
Indonesian state. Its people, after their liberation, were 
overwhelmed by a tidal wave of conflicts and tensions. 

Many of the present difficulties in business and govern- 


ment are due to the lack of experienced personnel. Among 
eighty million people, Indonesia has only about fifteen 
hundred physicians, four hundred lawyers, a hundred 


and fifty fully qualified engineers, and fifteen economists 
to handle its problems. And if our mails seem slow, one 
should remember that some of our postmen cannot read. 

Yet there are deeper, and unfortunately, less temporary 
difficulties. For the war, revolution, and liberation ren- 
dered the problems of the Indonesian culture acute. Cul- 
turally, we are suffering from rather violent growing pains. 
Over the last two thousand years of Indonesian history four 
cultural periods have shaped our present outlook. Traces 
of the most ancient cultural layer, the pro-Hindu phase, still 
survive. What we would call science was then but the mas- 
tery of a knowledge of mysterious spirits and forces, and 
technique a method of drawing conclusions from that know- 
ledge for human needs. The greatest man possessed the 
fuilest knowledge of and had communication with these 
magical powers. 

Man in his primitive state. has little awareness. His 
social, economic, and political thought and behavior is a 
consequence of tradition. These ideas are sacred and there- 
fore unchangeable, so his entire spiritual and social life is 
directed to the past. The community organizes itself in 
small, closely united, and consanguinous groups living to- 
gether harmoniously because of past traditions of mutual 
assistance. Every important occasion in the life of the in- 
dividual, as well as that of the community, is dealt with by 
joint deliberations. The word “old” gradually comes to 


blackstrap molasses, no refined sugar is produced there. 
Annual import of refined sugar amounts to 5,000 m/t 80% 
of which is from Japan. When regular shipping between 
Taiwan and the Ryukyus is established sales of Taiwan 
sugar to the Ryukyus can be made. In addition to the 
items listed above, other Taiwan products, such as vege- 
tables, pineapple, bananas, and other fresh fruits, lumber, 
tobacco and wines, cement, woollen and cotton textile, 
bristles etc. can be exported to the Ryukyus. 


mean wise, holy, and powerful. Much in this way of life 
still seems natural to Indonesian country people today. 


In the second century, Indonesia was brought into con- 
tact with India, an advanced civilization which had deve- 
loped several scripts. and substantial literatures and whose 
social life had matured in vast and wealthy kingdoms. The 
Indians had a very effective system of communication, a 
hierarchically organized civil service, and large standing 
Their religion, with its world of gods, was sophisti- 


armies. 
cated. ‘Contact with the Hindus profoundly influenced the 
Indonesians. The Sri Vijaya and Majapahit kingdoms 


(second to fifteenth centuries) were Indian in custom and 
manners and extended over large areas. The Indonesian 
religious concept of spirits and ancestors was fitted into the 
Hindu pantheon. The new social and economic life stimu- 
lated lively intercourse between Indonesian communities 
and overseas. ‘The splendid architecture of Central Java, 
perhaps best exemplified by the Buddhist and Hindu temples 
of Borobudur and Prambanan, flourished at this time. Indo- 
nesian literature was born. The arts of painting and 
dance thrived. 


In the thirteenth century there was a fresh cultural 
invasion over Indonesia—that of Islam. Where ancient 
Indonesian and Indian influences had blended easily, Islam 
introduced completely new elements. It reduced the com- 
plicated mythology of gods and spirits to a mere supersti- 
tion. The caste system, with its hierarchy of gods ranging 
down to mankind, gave way to the conception of one God 
beneath whom all men are equal. Art, which was bound up 
with the earlier religion, decayed and lost vigor. The one 
and only Muslim God demanded but the direct prayers of 
the devoted. 

The last stage came from the West. This European 
influence stressed rationalism, worldly vision, and an indivi- 
dualism which enabled free man, as a rational being, to dis- 
cover and control the secrets of the forces of nature. The 
old Indonesian culture had signified tradition and repose; 
the European one, movement and ceaseless progress. Its 
focus was toward the future, on youth and originality. 


During the-past half century, Western influences have 
gradually penetrated the whole political, economic, and 
social life of Indonesia, leading to radical changes in its 
structure. A small, but important, group of Indonesian in- 
tellectuals has come into being. Armed with the knowledge 
and means provided by the West, they have taken the lead 
in liberating the millions, not from Western. culture, but 
from the political and economic grasp in which the West had 
so long held us. It was a liberation within the scope of a 
new international culture. 


Obviously, Indonesian culture today is more compli- 
eated than a mere recital of the determining influences can 
indicate. The various phases did not succeed each other 
like separated acts in a historical pageant. The rate and 
proportion of admixture varied from place to place. In 
Bali, certain elements of Indian culture have endured and 
produced distinctive art forms. In Central Java the fusion 
of Islamic and Western cultures is marked. In Minahassa 
and Ambon and other regions, the oldest pure Indonesian 
culture survived to come in direct contact with Western 
culture. In Ache, Islamic influences predominate. Indo- 
nesia as a whole is a mosaic of different traits. We are 
living in thirty centuries all at once. In one moment we 
are in the Stone Age (as on Nias Island) and in the Ma- 
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chine Age (as in Jakarta). 
tricate cultural problems. 
the field of education. 


* * *” * 


In 1937 an Educational Congress was held in Solo in 
Central Java to establish the basic principles for our future 
national policies. On the whole, the delegates strongly op- 
posed any “neutral” public education along Western: lines, 
fearing it would breed individualists, rationalists, and ma- 
terialists and would alienate Indonesian children from their 
Eastern mentality. Almost everyone wanted a return to 
the ideal of pesantren or Islamic schools where, under the 
guidance of religious teachers, young men learn to recite 
the Koran and are instructed in religious wisdom. The re- 
lation between teacher and pupil differs from that in the 
West; pupils live with the teacher, helping him with his 
daily tasks, and are treated as members of his own family. 
But as the Congress progressed the very attempt to formu- 
late the pesantren ideal led to fundamental differences of 
opinion. Some supported the family atmosphere in educa- 
tion, citing the Taman Siswa schools, organized some years 
before, in which children called their teachers “father” and 
“mother,” and the very name of the school means “Garden 
of Friends.” Others held that the pesantren system would 
insure peace and order; they called for schools developed 
along lines reminiscent of India. Another asked to intro- 
duce moral education into public schools, and advocated 
the pesantren system for this reason. One prominent 
Islamic leader emphasized the religious education given in 
the pesantren, while another emphatically declared that the 
system was finished and that the spirit, which in the past 
had made these institutions living Islamic cultural centers, 
was now dead. 


The Congress raised a great deal of controversy. 
Tronically enough, its very anti-Western attitude and its 
aversion to rationalism, individualism, and materialism earn- 
ed it the criticism of having dealt with its problem in too 
Western a way. It was asserted that most of the fears 
discussed were Western ones, not yet manifest in Indo- 
nesia. 

In the domain of law, conflict between Indonesian 
custom law, Muslim law, and European civil law is still only 
in its first stages. Before the war the Dutch maintained, 
and in some cases promoted, the old Indonesian custom laws, 
to keep the Indonesian villages unchanged and undeveloped. 
In independent Indonesia, Muslim law is becoming more im- 
portant. But it has been attacked in Minangkabau, the 
stronghold of a matriarchal system-with its own elaborate, 


The result is a number of in- 
Let me give an example—from 
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ancient laws. Moreover, drastic imposition of Islamic law 
produces strong reactions from the Westernized younger 
generation and the intellectuals. 


I do not want to give the impression, however, that 
modern Indonesia is characterized only by controversy, 
chaos, and doubt. On the contrary, our being in many 
fields still at the very beginning of the reconstruction of 
our country provides opportunity for exciting experiments. 
Take, for example, the creation of a single uniform lan- 
guage for Indonesia. Malay-based Bahasa Indonesia was 
adopted as the official language in 1927, and not only must 
eighty million people, speaking about two hundred languages 
and dialects, be unified, but we must also adapt an unde- 
veloped language to the complexity of modern science, 
technology, art, and life. This process, which in the West 
evolved gradually, must now be completed here within a de- 
cade. No less challenging is the reconstruction of the Indo- 
nesian school system. Since our country lacks any sub- 
stantial number of intellectuals or trained personnel in most 
fields, our first concern is the education of the people. 


Another interesting aspect of the Indonesian scene 
today is the rise of modern litérature and art. The quicken- 
ed adaptation of Western culture over the last thirty years 
has stimulated a vigorous blossoming of modern, individualis- 
tic writing and painting completely independent of the tradi- 
tional past. ‘The successful exhibition of the painter Affandi 
in London in the spring of 1952 and at the Biennale in 
Venice in 1953, and the response to the Djaja brothers in 
Paris are evidence of the achievement of modern Indonesian 
painting. In the art of dancing, however, the heritage of 
the past has proven so overwhelmingly powerful that the 
younger generation has been unable to create new dance 
forms to match the traditional ones. 


During the passion of the revolution little attention 
was paid to these conflicts and tensions. But we cannot 
escape them now. As we begin to realize fully the extent 
of these problems, they emerge not as uniquely Indonesian, 
but as international ones. From the various sources of 
Indonesian culture—India, Islam and the West—the countries 
of the present still draw creative power and _ inspiration. 
In jts struggle to build up a new nation Indonesia mirrors 
jn miniature the problems of the world at large in the 
creation of a world community. We believe, perhaps with 
the naivete of a young nation, that this mutual confrontation 
of traits drawn from the great cultures, stimulated by the 
urgency of quickly reaching an equilibrium, may well lead 
Indonesia to solutions for some of the many cultural 
problems of the whole world. 


REPORTS FROM MANILA 


An article in “Time” magazine assailing Pres. Garcia 
and his administration aroused indignation in certain quar- 
ters of Manila. It was labeled as abusive, unjust and 
uncalled for. The opinion, even among people who are not 
always partisans of the President, is that this is no time 
for an American publication to launch what will be inter- 
preted as a smear of the Philippines and undermine the 
loyalty of the staunchest of America’s friends in Asia. 
Published at a time when the Philippines needs American 
assistance, the article aroused public indignation to the ex- 
tent that in effect it weakens the faith, loyalty and con- 
fidence of the Filipino people in the cause of democracy, so 
it was claimed by many politicians. In the lower house of 
Congress Rep. Delfin Albano burned a copy of the magazine 
in the course of a privilege speech castigating the periodical, 


In spite of so much indignation the fact remains that 
bribery and corruption are wide spread in Manila and in 
most cities in the Republic. The decline in public morality 
is alarming. The Philippine press is full with stories of 
corruption and the real indignation is the one which the 
general public feels when it reads or hears of these usually 
incredible stories. Friends of the Filipinos are distressed 
about these stories because they reveal how dangerous is 
the social structure of the Philippines. It is necessary 
that a revolution in thinking and social behaviour occurs 
in the Philippines. As political conditions are today, one 
eannot but take a dim view of the future. It is hoped 
that the inherent fine qualities of the Malay race and the 
Filipino people will triumph in the end over the present and 
already far too long lasting period of degeneration. 
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Pres. Garcia has given approval for the establishment 
of U.S. nuclear missile bases in the Philippines. He said, 
“Tf missiles are needed for the defense of this area, I think 
some agreement can be worked out. The wrath of the 
communists is to be expected. The Philippines is firmly 
allied with the free world.’’ Communist China, the Presi- 
dent said, has launched a campaign of economic subversion 
of the Philippines, using large scale smuggling from Hong- 
kong through the southern islands. He thought, however, that 
the overseas Chinese community remains anti-communist and 
favors the nationalist Chinese government on Formosa. Re- 
garding his trip to the United States in June, the President 
said he hopes to obtain about $300,000,000 in develop- 
ment loans or enough to strengthen the economy of this 
country and make the Philippines an effective democracy, 
one whose success will be reflected in neighboring Asian 
nations. On the subject of the trouble in Indonesia, Pres. 
Garcia felt that the United States, as the leader of the Free 
World bloc, should define her policy on Indonesia. 

The ban on Filipino tourist travel abroad, announced 
three months ago in line with the austerity program, is 
still in effect. Filipino shoppers are however again appear- 
ing in spots like Tokyo and Hongkong. The Central Bank 
reported a 70% drop in disbursements for tourist funds since 
the ban was promulgated. Black markets flourish as they 
are furnished by professional tourists. 

Prospects are that the Philippines will continue selling 
goods to the United States in 1958 at about the same rate 
as in recent years. The relative share of United States in 
Philippine trade has been declining over the past several 
year's, and the composition of exports to that country has 
also been undergoing some change. Nevertheless, the United 
States remains the primary trading partner, and United 
States-Philippine trade, fostered by long-standing commer- 
cial ties and established trade channels, should still be at 
high levels despite some temporary reduction in United 
States exports. The Philippine Republic is the number 
one outlet for private American investment in the Far East. 


EVENTS IN 


New Zealand & Singapore 


Following close on the heels of Mr. Harold MacMillan, 
Mr. Walter Nash, the newly-installed Prime Minister of, 
New Zealand, visited Singapore on March 8rd and 4th. 
That he was 76 years of age; that he is a Labour Prime 
Minister; that he comes from the antipodes; that he is dif- 
ferent in character; all symbolised the character of the 
Commonwealth with the unity in diversity which freedom 
of international association implies. And the lesson was 
not lost on Singapore. He came with no specific purpose. 
He was on his way to the ECAFE Conferesce in Kuala 
Lumpur and the SEATO Conference in Manila and his sub- 
sequent tour of the Asian members of the Commonwealth 
and the S.E. Asian countries. He came to see and learnt 
at first hand. He met the Governor and the Ministers— 
anid Mr. Marshall with whom he had a cordial and valuable 
meeting. He also visited the New Zealand Air Force units 
and the New Zealand naval ship, the ROYALIST, which 
is now operating from Singapore. He also paid a visit to 
a group of 50 schoolgirls from one of the Chinese Middle 
Schools who were in the Assembly House for one of the 
Department of Information’s Civic Courses at the same time 
as he called to see the Chief Minister, Mr. Lim Yew Hock. 
The Chief Minister introduced Mr. Nash who spoke of the 
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The Philippines continue to attract United States capital, 
particularly for manufacturing. However, the temporary 
suspension of profit remittances ordered in December by the 
Central Bank, which was lifted early this year, was disturb- 
ing the American investors. Philippine government officials 
are desirious of increased foreign investment, and efforts 
are being renewed to pass a basic investment law. 

Value of mineral production for the calendar year 1957 
passed the P200,000,000-mark, the highest so far in Philip- 
pine mining history. The value of production of metallic 
and non-metallic minerals rose to P227,497,451. Of this. 
amount, P155,350,903 was derived from sales of precious 
and base metals, and P72,146,548 from sales of cement, 
building materials, fuel and other non-metallics. During 
the preceding year, value of production stood at P196,710,- 
488, of which P147,221,850 was for metallics and P49,488,638 
for non-metallics. Thus, there was an increase of P30,786,- 
963 or 15.7 per cent in production, a rise of P8,129,053 or 
5.5 per cent in output of metallics and a climb of P22,657,910 
or 45.8 per cent in production of non-metallics. 

Texaco Overseas Petroleum Co. (Topco) and Cali- 
fornia Asiatic Oil Co. (Calasiatic) which are associates of 
Caltex (Philippines) Inc., have been exploring for oil on 
concessions in the Cagayan valley in northern Luzon for 
several years. The two firms already spent more than 
P6,000,000 for exploration and are continuing operations. 
Plans for 1958 include further detailed geological examina- 
tions and seismography surveys to assist in determining 
sub-surface structural and stratigraphic conditions, parti- 
cularly those relating to geological structures which have 
been detected on the surface. Topco and Calasiatice also 
have been engaged in operations with Philippine Oil Develop- 
ment Company in the same area. These companies com- 
pleted recently the drilling of a second well on the Tumauini 
anticline in Isabela province. Neither of the two wells 
yielded oil, although they were drilled to depths of about 
7,250 meters. The two firms are continuing exploration 
operations with Podco. 


SINGAPORE 


system of elections in New Zealand and the essential prin- 
ciples which will apply in Singapore. But more valuable 
was his account of his own political life as an emigrant from 
the U.K. to a colonial territory, as one who took part in 
the constitutional and peaceful struggles towards indepeh- 
dence for New Zealand within the Commonwealth and 
family his visit to Singapore. It made the essential lesson 
that Singapore is passing along the same road successfully 
and passed by others, and that the road was one which 
was no easier for a nation of European emigrant stock than 
for an Asian nation. Although in a different way, and 
from the leader of a nation which could speak recent ex- 
perience, the point was the same as that made by Mr. Mac- 
millan that only Singapore could find and save Singapore’s 
political soul. 


In his broadcast while in Singapore Mr. Nash spoke 
of New Zealand’s contribution to the Colombo Plan. 
42,000,000 pounds had been made available in capital 
grants, and 500 students were in training in New Zealand 
under the Plan, 140 of them from Singapore and the 
Federation of Malaya. This assistance had been given not 
without strain, but, he added, ‘“‘we feel that this is a small 
price to pay for the benefits which international economic 
co-operation brings to both the receiver and the giver”. Of 


May 8, 1958 


the students he said, “All your young men and women 
have made a wonderful impression and have contributed 
much to our understanding of your problems and way of 
life’. Of New Zealand’s reasons for membership of SEATO, 
he said, “The security of this part of the world is of special 
interest to New Zealand. We have a positive concern in 
seeing that you remain free. The countries of this area 
should, like us, be able to choose freely the government 
they want. We do not take refuge in our remoteness -be- 
cause we realise that our security is closely bound up with 
yours. ... We must be prepared, if secessary, to back 
with deeds our faith in the virtue and dignity of de- 
mocracy”’. A dignity which the Communist subversive 
forces were seeking to undermine. 


Singapore’s Economy 


Mr. J. M. Jumabhoy, the Minister for Commerce and 
Industry, represented Singapore at the ECAFE Conference 
in Kuala Lumpur, the first international conference to 
which the Independent Federation of Malaya has acted. as 
host. He discussed the problem of industrialising Singa- 
pore which was basically a problem of attracting and 
directing capital, which was common to all the countries of 
S.E. Asia. He suggested as a solution the establishment 
of an international private investment corporations in 
which private investors of any country could buy shares. 
Under expert guidance and with the range and risk of in- 
vestment diversified, the security would be the greater. 
The need for capital was urgent for Singapore in which 
there was an “imperative need to create secondary indus- 
tries in order to find employment for its rapidly increasing 
population, because land-hungry Singapore today is perhaps 
the most thickly populated political entity in the world 
in relation to its size’’. 

Another aspect of the same problem was discussed by 
the Chief Minister as Minister for Labour and Welfare in 
his message to the Annual Conference of the Singapore 
Trade Union Congress. He wrote, “By no means can it be 
said that all people with money to invest are capitalists in 
the sense that they are out to exploit Labour through its 
use. We should therefore as trade unionists accord it 
that fair treatment which we ourselves would expect—just 
returns for our work, and just returns for the use of pri- 
vate investment. If we cripple capital, we cripple our- 
selves”. 

The problem concerns both overseas and_ internal 
capital, Mr. J. M. Jumabhoy has expressed the fear that a 
sugar-refining factory may be lost because local capital. will 
not give it support, while a New York firm is making a 
survey for the establishment of a sulphuric acid factory. 

Mr. R..G. Casey, the Australian Minister for External 
Affairs, who like Mr.,Nash passed through Singapore on 
his way to the ECAFE and SEATO Conferences spoke of 
the effects of political developments on the economic future 
of Singapore. “I think” he said, “that Singapore is the 
prime example of a country where there is an immediate 
and direct relationship between outside confidence and em- 
ployment Singapore has been built up into one of 
the great trading centres of the world. But it would be 
very easy for traders to go elsewhere if their confidence 
in its stability were shaken’. 


Political Parties 


The Legislative Assembly began its final session on 
April 9th. There was the traditional ceremony of the 
official opening of the Assembly and the Governor’s address. 
It is an election-dominated session, but urgent work on 
setting up a Housing Trust to replace the S.I.T. and on 
getting the Master Plan underway will require to be done. 
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Meanwhile attention has continued to be focussed on the 
future of political parties and of public opinion on relation 
to them. 


The Annual Conference of the Labour Front was held 
on March 8th and 9th. It was a quiet business-like Con- 
ference and the election of Mr. Lim Yew Hock as Chair- 
man of the Party, and three other ministers as to other 
offices, demonstrated that the Front far from thinking of 
liquidation or merger’ was prepared to fight in co-operation 
with the UMNO-MCA on the record of the present govern- 
ment, and its promise of stable government. In his speech 
to the Conference after his election as President, Mr. Lim 
Yew Hock said, “We do not seek mergers with any poli- 
tical party but the doors are always open to those who 
want to join the Labour Front”. He appealed to those 
who can play a big part in assuring parliamentary de- 
mocracy in Singapore to join them in this fight ahead on 
fundamental issues. A major part of his speech defended 
the government’s record on Chinese education which may 
well be crucial issue in the coming election for those who 
seek not educational freedom, but freedom for political 
organisation within the schools. He rightly claimed that 
no previous government in Singapore, and no government 
in S.E. Asia, although some have many more people of 
Chinese origin than Singapore, had done more for Chinese 
education than had Singapore. But those who twisted 
Chinese education to subversive purpose before the riots 
of 1956 have not given up their attempts to twist the issue 
again, and confuse the minds of the newly-registered citi- 
zens who will have the vote in the coming Assembly elec- 
tions. 


Meanwhile Mr. Lee Kuan Yew of the PAP is making 
little public comment, and the PAP is being tested by its 
policy and actions in the City Council where the most con- 
tentious issues concern the staff. The PAP are chafing 
under the restriction of their power of appointment and 
promotion in the senior ranks by the powers given by law 
to the Public Services Commission for which the PAP 
contended equally with the other parties as an instrument 
of Malayanisation. The issue of Malayanisation and terms 
of compensation affect the expatriate officers, a number of 
whom are retiring. On the other hand, there is a threaten- 
ed strike of the daily-rated labour on the issue of com- 
pensation for redundancy following the transfer of the Gas 
Works from coal to oil. And on the PAP wish to dismiss 
a senior Local officer, they have been defeated in the 
City Council, with the Workers Party as some of their 
bitterest critics. ‘The Mayor is quite unrepentant and takes 
every defeat as a proof of “colonialist”? forces which have 
to be broken. But the currency of this word was some- 
what weakened as a term of any precise significance other 
than an emotional ejaculation when the PAP themselves 
were accused by a Labour Front Councillor of being 
“colonialist’’. 


Meanwhile Mr. Marshall is returning more decisively 
to politics, and is attacking the PAP as strongly as the 
Labour Front. The new constitution he attacks as the “Lee 
Kuan Yew—Lim Yew Hock—Lennox-Boyd” constitution. 
He told the Singapore Union of Journalists at one of their 
lunch meetings that he had returned to politics because 
there was a demand for an “honestly nationalist- and so- 
cialist” party a description he denies to any other 
party. He added that he had not contested a _ bye- 
election against Lee Kuan Yew because he had been told 
that the contest could be only of advantage to the Com- 
munists; now however he thought he had been wrong, and 
he would now fight for any policy he considered the cor- 
rect one, whether or no it. happened to coincide with Com- 
munist policy. On the constitutional issue, he is opposed 
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MALAYA’S NEW AIR FORCE 


No one, not even their designer, would call them a 
pretty plane. With wings like planks, a slab tailplane and 
an engine that sounds like a circular saw chewing through 
hard wood, they can only claim that they are distinctive. 


to the new constitution from the start. His economic 
policy is to increase the trading range of Singapore, and 
make it a centre too for trade with China. Mr. Francis 
Thomas replied to. this item of policy by pointing out that 
the present Chinese government did not want to use Singa- 
pore’s entrepot facilities but was weakening it by trading 
through bilateral agreements. Trade with China would 


compete with Singapore’s secondary industries, would use’ 


exchange reserves for unessentials, and might well lose trade 
in other quarters to offset the advantage. This is no doubt 
an issue of policy which is of close interest to the Chinese 
Chamber of Commerce under the new leadership of Mr. 
Ko Teck Kin whose election as President has been con- 
firmed after an election of bitter and serious allegations. 
Asked about the future of the defence services in Singa- 
pore, Mr. Marshall said that he sought progressive reduc- 
tion because of the heavy unemployment which would other- 
wise be caused. Whatever the outcome of the coming As- 
sembly elections, there is no doubt that Mr. Marshall will 
affect the tone and the direction; it will not be possible to 
ignore the issues he will raise and the charges he will 
make. 


Compulsory Voting 


The issue of compulsory voting first raised after the 
last City elections has not yet been resolved. The Labour 
Party at its Annual Conference decided to support.if the 
people wished it. But opinion is divided. The Malays 
continue to be opposed to it as giving even greater predo- 
minance to the Chinese vote. The Chinese Chamber of 
Commerce under its previous committee had supported it, 
but its new Vice-President, Mr. Yap Pheng Geck, is opposed 
to it, and Mr. Marshall who opposes it, has appealed to the 
new committee to change their mind. The PAP are pre- 
pared to accept it, but do not think it necessary. Mr. 
Marshall’s ground of attack is that the proposal is a cover 
for a deferment of the election, an allegation more damag- 
ing than any rational argument against it. Spokesmen of 
the Malay and Indian community are opposed to.it, as is 
UMNO, because of the yet greater predominance it would 
give to the Chinese vote if it is cast on communal lines. 
In both communities, the proposal of communal represen- 
tation for minorities has again been raised. 


Indonesia 


Although civil war has started across the straits of 
Malacca there is no serious effect yet in Singapore. Trad- 
ing has been affected but not in a way to affect the economy 
unduly. Singapore has declared its neutrality, and, with 
representatives of both the central government and the 
Sumatra forces in Singapore, and using it as a base for 
propaganda and for purchase of supplies, there is a rather 
melodramatic atmosphere with fast cars with motor-cycle 
outriders racing through the streets, evading cloak and 
dagger threats. Nevertheless the future looks gloomy with 
the likelihood of economic disturbance and political in- 
stability in Indonesia for some time ahead. Singapore 
more than any other city, in spite of the accusations against 
its attitude, has more to gain from a settled and prosperous 
Indonesia than any other. Meanwhile a policy'of neutrality 
is becoming increasingly difficult of application. 


And the distinction of the “Prestwick Pioneer” is not just 
in its appearance, it is probably the handiest plane that 
has ever been brought to Malaya. It has proved its ability 
to fly into any camp or jungle fort which can boast a reason- 
ably sized football field or land wherever there is a bit of 
straight road without any telegraph poles. It is the plane 
which the planners of independent Malaya’s new air force, 
yet to be formed, are to order as initial equipment. The 
order will probably be for a dozen to continue the work 
which is being done by the Royal Air Force. 

It is an unusual start for an air force but long before 
independence it was decided that Malaya was unlikely to 
need or be able to afford jet squadrons for its defence. 
Air defence will for many years be in the hands of the Royal 
Air Force which is ‘well situated to carry out these respon- 
sibilities with a network of aerodromes capable of taking 
large planes and‘strung across Malaya, strategically placed 
to defend the peninsular against attack. 

The new Malayan Air Force, as the Prime Minister, 
Tengku Abdul Rahman explained when he announced that 
“Pioneers” are to be ordered, will aim at providing com- 
munications and supplies for the Federation Army which is 
being expanded as quickly as possible to play a major part 
in the defence of Malaya in conjunction with Common- 
wealth Forces. For many years communications and supply 
will be one of the main roles of the branch. In Malaya, 
as the nine-year-old emergency has shown, this frequently 
means supplying jungle.forts or troops on jungle operations. 
where only the tiniest airfields are possible without ex- 
orbitant expense. Malaya . needed a plane that was re- 
liable, sturdy and able to put down on tiny strips surround- 
ed by hills and jungle, smaller strips in fact than those 
used by the diminutive observation planes, the Austers. 

“Pioneers” have been droning over Malaya for more 
than five years and without them much of the deep jungle 
work of combating the Communist terrorists on their own 
ground could not have been done. Many of these forts, 
which serve as a base for a police post from where contact 
can be made with the jungle’s proper inhabitants, the abori- 
gines, are accessible by land only after a march of two or 
three days. To reach them with supplies would be an im- 
possible job. Helicopters were first thought to be the best 
answer, and for some tasks they are in fact the only machine 
that can perform the job, but for general work they are 
difficult to maintain and -too costly. Above all, the amount 
they can lift is strictly limited. This was when the 
“Pioneers” stepped into the picture. In tropical Malaya 
they filled an immediate need. They have lifted into forts 
equipment far too heavy to go by helicopter and far too 
fragile to be dropped by parachute, such as refrigerators 
and generators, mortar bombs and film projectors. To carry 
these over mountain ranges to the forts would have been 
an almost‘impossible task, even using elephants of which 
there are not too many in Malaya capable of acting as pack 
horses. 

What the “Pioneers” can do under pressure was shown 
recently when in less than eight hours a flight changed 
the garrisons of two jungle forts. They lifted 176 troops 
and 12,800 lb. of equipment and freight including 88 supply 
dropping parachutes. In all the aircraft flew 56 flying 
sorties. A single-engined plane, the “Pioneer” is lavishly 
equipped with flaps for improving its low-speed flying 
characteristics and has an all-moving tailplane which ensures 
complete control down to the stall, which starts at just 
over 30 miles an hour. Flying at their slowest in a brisk 
wind, “Pioneers” have been recorded moving backwards. 
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THE ARMY OF MALAYA 


Malaya’s Army has grown to maturity in a very short 
space of time. When the Army assumed full operational 
control of all Federation units on June 1, 1957, its General 
Officer Commanding, Major-General F. H. Brooke, declared 
that it was now a self-contained, efficient Army, able to 
fulfil its role of the defence of an independent Malaya. 
For any army to achieve such a status in a mere 24 years 
is indeed a remarkable achievement and Malayans are proud 
of it. As long ago as 1920 a number of influential people 
in Malaya were considering the possibility of raising a unit 
of Malays for service in the country. Not until 1933, how- 
ever, did the scheme come into operation when the first 25 
Malay recruits were enlisted into an experimental company, 
“experimental” because the reactions to hard training and 
rigid military discipline of these men—and another 150 who 
soon followed—were to determine whether Malaya would 
have its own forces or not. These men, raw, kampong 
(village) Malays, were selected from all the States and 
Settlements of the country and a handful of British Officers 
and Warrant Officers were picked to train them. 

After a most exhaustive inspection in 1934 the British 
War Office agreed that the experiment had succeeded, and 


They are able to take four fully equipped troops and fly 
them in or out of a grass airstrip 170 yards long. In fact 
“Pioneers” have been landed in a much shorter distance 
consistently but the RAF has now standardised all 
“Pioneers” strips at 170 yards. 

Flying in a “Pioneer” is an exhilarating business for 
most of the jungle fort airstrips in Malaya are in valleys 
and frequently between steep hills. Whatever the state of 
wind, there is usually only one way in and one way out. 
A typical strip is the one 15 minutes flying time from Serem- 
ban, the capital of Negri Sembilan, but at least six hours 
walk from the nearest sign of civilisation, a muddy estate 
road. The pilot sights the strip as he flies up a broad, 
cloud-shrouded valley and that is the last he sees of it 
until in the last 500 yards of his approach. The plane must 
fly around a rocky, jungle covered hill which hides the fort 
from view and then begin a steep decent down a hillside 
at about 35 miles an hour. As the plane literally slides 
down the hill, the wings come within a few feet of brush- 
wood and one of the fort’s duties is every so often to clip 
the tops of pushful bamboos which get into the flight path. 
It is more like going down in a lift than anything else 
until the bottom of the valley is reached with the airstrip 
a tiny patch of ground between a river and another steep 
drop which starts immediately after the end of the runway. 
The ‘Pioneer’ floats down on to the end, locks both 
wheels, and skids to a stop on the grass well short of the 
end. Taking off is not so difficult, but in these cloud- 
covered valleys, where the visibility can disappear without 
warning, one of the pleasanter aspects of the ‘Pioneer’ is 
its ability to fly at a “‘snail’s pace’ circling through a hole 
in a cloud on the look-out for landmarks which will indicate 
the safe way out. 

Their peacetime role is also a valuable one. They have 
already shown their usefulness in evacuating casualties from 
small towns which have a good playing field as well as 
rushing to hospital aborigines and others injured in the 
jungle. In wartime the “Pioneers” are likely to have many 
applications in handling communications with the front line, 
flying in and out of small airstrips. But Malaya is looking 
forward to the “Pioneers”? present application, as a useful 
aircraft in the Communist war and as a maid-of-all-work in 
its peacetime role of mercy flights. 


thereupon decided to bring the company up to battalion 
strength. With 16 British Officers, 4 Malay Officers and 8 
British Warrant Officers, the Battalion was completed in 
1936. So was born the Malay Regiment. No further ex- 
pansion of the small force was considered necessary until 
the outbreak of the Second World War but a second bat- 
talion was eventually assembled on the Ist December 1941. 
One week later it was actually engaged in resisting the 
Japanese invasion. Both battalions, although young and 
untried, fought well and stubbornly during the short period 
before the fall of Singapore, and proved conclusively that 
the peace-loving Malays could also be good soldiers. But 
the defeat brought disaster to the Regiment as all survivors 
were taken prisoner. Malay officers and other ranks were 
subsequently released by the Japanese but many of them 
were later murdered for co-operating with the British. 


After the Japanese defeat and the return of the British 
to Malaya, the Regiment was re-formed. Peacetime soldier- 
ing did not last long, however, and the Communists’ bid 
to seize the country by force of arms in 1948 necessitated 
further expansion. A third battalion was operational by 
February 1949. It soon became clear that more than three 
battalions were necessary to meet the Communist challenge 
and during the next five years a further four battalions 
were raised. Since the outbreak of the jungle war all 
battalions of the Malay Regiment have been constantly 
operational and have borne their full share of the fighting. 
Plans for an army for a self-governing Malaya were being 
considered even before the Malay Regiment had reached 
seven battalions and in 1952 the Malay Rulers of the 
States agreed that the growing army should be thrown open 
to men of other races who had made their homes in Malaya. 
Accordingly, a multi-racial regiment, to be known as the 
Federation Regiment, came into being when the first re- 
eruits enlisted in September 1952. 


The men of the Federation Army—Malays, Chinese, 
Indians, Eurasians—have settled down together and differ- 
ences in racial customs have caused no major difficulties. 
Most of the instruction in this Regiment is given in English 
and the recruits must have a knowledge of English in 
addition to other languages they may speak. The Regiment 
is fifty per cent Chinese, twenty-five per cent Malay and 
twenty-five per cent other races. The Federation Regi- 
ment, also fully operational against the Communist terrorists, 
now has an impressive permanent home in its £750,000 
barracks near Malacca, a present from the British Govern- 
ment. In order to make the Federation Army full self- 
supporting other arms have been raised as well as infantry. 
These include the Armoured Car Regiment, signals, en- 
gineers, a transport unit, a training wing, an ordnance 
depot and a provost unit. 


Recently the Army has been further increased in 
strength by direct transfer from the British Army of ten 
units, mainly composed of Malayans. So now the Federation 
Army also has its army service corps, motor transport 
companies, infantry workshops, ordnance stores sections, a 
field engineer regiment, an artillery cadre and light aid de- 
tachments of mechanical asd electrical engineers. Although 
there have been volunteer naval and air force reserves in 
Malaya for many years these forces have had no Federa- 
tion parent forces; but with Independence plans are ad- 
vanced for providing Malaya with its own air force and 
navy. Young as an entity and youthful in its personnel but 
already old in tradition and active service, the Federation 
Army now numbers more than 10,000 men. 
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FINANCE & COMMERCE 


NEW YORK STOCK 
EXCHANGE 


Confirmation of the reversal of the 
major trend in the New York Stock 
market was provided in its technical 
action on 2 May. The low in the Dow- 
Jones Rail average on 18 December, 
1957 has been successfully tested, with 
the market moving into new high 
ground thereafter. For the past 
month, volume has tended to increase 
with rising prices, rail short positions 
have been severely shaken, and both 
averages were moving “in gear’? when 
new highs were established. Recovery 
jn the stock market apparently began 
before last year end; American busi- 
ness should soon take an unmistakeable 
turn for the better. 

General realization of business im- 
provement may well be delayed until 
Fall. There are also indications that 
the recovery movement will be slow 
and intermittent in character. 

Whether this resurgence in the 
American economy will lead on to new 
highs in production and income with- 
out interruption is a matter for con- 
jecture. It is to be hoped that the 
present leaders of the Free World will 
now hasten to put their economic and 
political houses in order since a 
“breathing spell’ of reasonable dura- 
tion is definitely in prospect. 

Charles H. Barber 


HONGKONG EXCHANGE 
AND GOLD MARKETS 


U.S.$ 

T.T. TE; Notes Notes 
Date High Low High Low 
28/4 $58114 581 58042 57915 
29/4 58234 58149 58114 58014 
30/4 583 58214 58145 580% 
1/t 58134 58115 58016 57958 
2/5 58134 581 580% 57938 
3/5 58134 58112 5807¢ 58044 

D.D. rates: High 5815¢ Low 57934. 


Highest and lowest rates for .April 
were: T.T., 584 and 580; Notes, 584%4 
and 578%. 

Last week’s trading totals: T.T. 
US$5,510,000; Notes cash US$472,000, 
forward US$1,960,000; D.D. US$330,- 


000. In the T.T. sector, business in- 
creased but there was not much change 
in rates. Offers from Japan, Korea, 
the Philippines and other South Hast 
Asian countries were absorbed by ex- 
change operators and importers. In 
the Notes market, cash notes were 
plentiful; change over interest favour- 
ed sellers and aggregated HK$3.90 per 
US$1,000. Positions taken by specu- 
lators averaged US$1.25 million per 
day. The D.D. market was very quiet. 

Far Eastern Exchange: Highest and 
lowest rates per foreign currency unit 
in HK$ Philippines 1.765—1.76, Japan 
0.01415—0.0141, Malaya 1.876—1.873, 
South Vietnam 0.0694—0.069, Laos 
0.051, Cambodia 0.082, Thailand 0.269 
—0.2673, Indonesia 0.095—0.094. 
Sales: Pesos 250,000, Yen 65 million, 
Malayan $240,000, Piastre 8 million, 
Kip 6 million, Rial 6 million, Baht 3 
million, Rupiah 150,000. 

Agreed Merchant T.T. rates: Selling 
and buying per foreign currency unit 
in HK$: England 16.2025—16.1006, 
Australia 18.0169—12.7575, New Zea- 
land: 16.2025—15.8678, United States 
5.7762—5.6939, Canada 5.948— 
5.8608, India 1.2158—1.2048, Pakistan 
1.2176—1.2039, Ceylon 1.2195— 
1.2075, Burma 1.2158—1.2048, Malaya 
1.8868—1.8692. Selling per foreign 
currency unit in HK$: South Africa 
16.237, Switzerland 1.3289, Belgium 
0.1164, West Germany 1.3865. 

Chinese Exchange: Official rates of 
People’s Yuan remained at 6.839 per 
Pound Sterling, 0.427 per HK$, 0.805 
per Malayan $, 0.514 per Indian or 
Pakistan Rupee, 0.585 per Swiss Franc, 
and 2.345 per US$; cash notes quoted 
at HK$1.38—1.21 per Yuan. Taiwan 
Dollar selling and buying rates un- 
changed at 24.78 plus 11.60 and 24.58 
plus 11.50 per US$, 4.34 plus 2.03 and 
4.30 plus 2.01 per HK$, 590.00 plus 
276.19 and 585.24 plus 273.81 per 
French Franc, and 69.38 plus 32.48 and 
68.82 plus 32.20. Taiwan Dollar notes 


quoted $0.1405—0.138 per Dollar, 
and remittances 0.137—0.136. 
Bank Notes: Highest and lowest 


rates per foreign currency unit in HK$: 
England 16.12, Australia 12.45—12.44, 
New Zealand 14.44, Egypt 10.05, East 
Africa 15.00, South Africa 15.87, West 
Africa 13.00, Jamaica 13.50, Gibraltar 
13.50, Malta 12.50, Cyprus 12.50, Fiji 
10.00, India 1.1772—1.1771, Pakistan 
0.795, Ceylon 0.955—0.95, Burma 0.54, 
Malaya 1.842—1.829, Canada 5.96— 
5.92, Cuba 5.00, Argentina 0.125, 
Brazil 0.052, Peru 0.26, Mexico 0.40, 
Philippines 1.8125—1.8025, Switzer- 
land 1.34, West Germany 1.386, Italy 
0.0091, Belgium 0.106, Sweden 1.02, 
Norway 0.72, Denmark 0.77, Nether- 
lands 1.45, France 0.0125—0.0124, 
South Vietnam 0.0735—0.0725, Laos 
0.051, Cambodia 0.0825—0.082, New 
Guinea 1.00, Indonesia 0.091—0.087, 
Thailand 0.2635—0.261, Macao 1.005, 
Japan 0.01495—0.01475. 


Gold Market 


Date High .945 Low .945 Macao .99 
28/4 $2526 25244 
29/4 25344 25254 
30/4 253% 25234 263% High 
1/5 25256 2523 
2/5 253 2521, Low 263 
3/5 25276 25235 
Opening and closing prices were 
252%/252%; highest and _ lowest, 
253%%/252%. Highest and lowest in 
April were 254% and 251%. The 


market last week was very quiet with 
little change in rates. Interest for 
change over favoured sellers and ag- 
gregated 68 HK cents per 10 taels of 
.945 fine. Tradings averaged 5,200 
taels per day and totalled 31,200 taels 
for the week, in which 17,320  taels 
were traded in cash (620 taels listed 
officially and 6,700 taels arranged pri- 
vately). Speculative positions aver- 
aged 7,100 taels per day. Imports. 
from Macao amounted to 8,000 taels. 
Exports totalled 9,000 taels (6,000 
taels to Singapore, 1,500 taels to 
India, and 1,500 taels to Rangoon). 
Differences paid for local and Macao 
.99 fine were HK$12.10 and 11.50 
respectively per tael of .945 fine. 
Cross rates were US$38.02—38.01 per 
fine ounce; 12,800 fine ounces were 
transacted at 38.02 cif Macao. US. 
double eagle old and new coins quoted 
$263 and 230 respectively per coin, 
English Sovereigns $59 per coin, and 
Mexican gold coins $275 per coin. 
Silver Market: 500 taels of bar silver 
traded at $5.60—5.55 per tael and 
800 dollar coins at $3.60 per coin. 
Twenty-cent silver coins quoted $2.77 
per five coins. 

Money Market: The market re- 
mained easy. Local financiers were 
anticipating a further cut of discount 
rate in London followed by a drop of 
interest rates here. 


HONGKONG STOCKS 
AND SHARES 


The volume of business was very 
satisfactory last week; turnover on 
Monday was $515,000, Tuesday $1,048,- 
000, Wednesday $435,000, Thursday 
$1,239,000, and on Friday $1,320,000. 
Interest however was centred chiefly 
on Utilities, Cements, Lands, Realties 
and Hotels. Transactions in Utilities 
amounting to $2.2 million accounted for 
48 per cent of the total business. Lights 
climbed steadily from $17.50 to $18.20 
and closed 10 cents below the highest 
level reached during the week; 30,900 
shares changed hands. Electrics firmed 
from $26.50 to $28.80; 22,100 shares 
transacted. Trams rose from $24 to 
$24.90; 9,550 shares traded. Tele- 
phones reached $26.70 but closed at 
$26.60; 17,100 shares were absorbed 
by keen buyers. Yaumatis and Star 
Ferries also improved on strong de- 
mand; 990 and 500 shares transacted 
respectively. 


May 8, 1958 


Cements attracted more buyers than 
during the previous week; 8,600 shares 
were taken up by optimistic investors 
stimulating prices to $23.50. Lands 
and Realties retained steady demand 
and registered fractional gains. Hotels 
recorded a turnover of 22,900 shares 
mostly at prices above $18; closing 
rate was $18.80 with more buyers than 
sellers. 


Banks, Wheelocks, Providents, Stores 
and Rubbers also retained active de- 
mand but interest was not particularly 
keen; prices moved within a narrow 
limit. Insurances, Cottons and Invest- 
ments were quiet. The undertone at 
the close was firm. Many buyers be- 
lieved that prices would be firmer if 
local banks lower their rates (in view 
of the possible further reduction of 
the Bank Rate in London) from the 


Shipping 
Douglas, 420 nom. 
Indo China (Pref.), 13 nom. 
Indo China (Def.), 38 nom. 
U. Waterboat, 18.30 b. 
Asia Nav., 1.275 nom. 
Wheelock, 6.05 b; 6.10 s; 6.05 sa. 


Docks, Wharves & Godowns 
H.K. & K. Wharf, 110 s. 
Sh. Hongkew Wharf, 1.20 nom. 
H.K. Dock, 43 s. 
China Provident, 
S’hai Dockyards, 


11.40 b 
90e b. 


Mining 


11.60 s. 


Raub Mines, 24% 
H.K. Mines, 2c. 


Lands, Hotels 


H. & S. Hotels, 18.10 b; 
H.K. Land, 32144 b; 33 s; 
A/Fr. Land, 35c. nom. 
S'hai Land, 70c s; 70c sa. 
Humphreys, 14.40 b; 14.60 s; 141% sa. 
H.K. Realty, 1.475 b; 1.525 s; 14% sa. 
Chinese Estates, 360 nom. 


nom. 
nom. 


& Bidgs. 


18.30 s. 
3242 sa. 


present 7-8 per cent making money of hea te aoe 
} 7 AK. amways, ! ; 72 > . . 
cheaper for speculative operations. are ep Sane ence 
Dividends—The Lombard Insurance Peak Trams (Partly Pd.), 36 nom. 
Company will pay a dividend of $2 Star Ferry, 110 b; 113 s. 
per share for the year 1957. The com- eee er ee Dir ee ee 
pany’s Consolidated profit for the year H.K. Electric, 26% b; 26.60 s; 26% sa. 
was $883,057 as compared’ with Macao Electric, 10.40 nom. 
$829,378 for 1956. Ayer Tawah Rub- SEEN nom Poor Aee he 
ber Plantation Company announced Sian (eer, i a ; 
an interim dividend of 10 cents for EES HE 
the year ending September 30, 1958. GL. Cement, 2060 b. 
HK. Rope, 14 nom. 
CLOSING RATES ON APRIL 30 Metal Industries, 1.15 s. 
Amoy Canning (H.K.), 37 b. 
H.K. Govt. Loans Stores 
314% Loan (1934 & 1940), 89 nom. H ‘ p 
S167 Loan (19), #234 nom. Poeun gi | ergs tok ae 
Banks L. Crawford, 15.90 b; 16 sa. 
H.K. & S. Bank, 770 b; 785 s; 780 sa. ee aed cs Makaha ak 
H.K. & S. Bank (Lon. Reg.), £42 nom. China Emporium, 9 nom. 
Bank of East Asia, 270 nom. SunCom tdi 10 cient 
Kwo Sang Hong, 160 nom. 
Fi t 73 Eat wings Oe (B.K.), 7 nom. 
Ee erat 32% “nom. Miscellaneous 
China Underwriters, 6.70 b. China Entertainment, 20.80 nom. 
International Films, 30c. nom. 
Investment Companies HK. Construction, 5.80 b. 
Allied Investors, 4.40 s. Vibro Piling, 14.40 nom. 
Yangtsze Finance, 514 b. Marsman Investments, 6/- nom. 
H.K. & F.E. Invest., 10.10 nom. Marsman (H.K.), 65c. nom. 
Esti- 
mated 
Annual 
| Share April 25 Last Week’s Rate Up & Down Dividend Yield 
Highest Lowest Closing (%) 
785 780 —$5 $42 5.38 
15s 72.50 73n +$1 $3.40 4.66 
32.750 30 62.75 $2 6.67 
6.10 6 —10c 75¢ 12.50 
106 105 —%4 $9 8.57 
43s 42 —$1.50 $2 4.76 
11.70 11.40 11.60 +20c $1 8.62 
33 32.25 33 +75¢ $2.40 1.21 
1.55s 1.50 155s  +5¢ 15¢ 9.68 
18.80 17.80 18.80 +90e $1.50 7.98 
24.90 24.90 +90c $1.90 rf 
112 112 b +$2 $9 8.04 
96.50 94.50 96.50 +$2 $7.50 1.71 
18.20 17.50 18.10 +60 $1.10 6.08 
26.80 26.50 26.80 +30 $1.90 7.09 
26.70 26.10 26.60 +40c $1.50 5.64 
23.50 20.40 23.50 +$3.30 $3 12.77 
H 16.60 16.10 16.60 +30 $1.80 10.84 
1 10.80 11.10 s —10c $1 9.01 
5.45 5.30 5.30b +5c 65 12.26 
y 4.40 s 4.40 s 440s firm 25c¢ 5.68 
HK&FEInv-_____:10.10n 10.20 10.100 10.20 +10c B0c 7.84 
Amal Rubber - 1.35 1.325 1.30 1.325 —2i%e 20¢ 15.09 
Gyo etl | ee 4.55 460s 450bD 460s steady 50c 10.87 
Nanyang -__-----_-_-- 8.45 8.60 s 8.25b 8.60 s steady $1 11.63 
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Cottons 
Ewo, 85c. nom. 
Textile Corp., 442 b; 4.55 s. 
Nanyang Mill, 8.45 nom. 
Rubber Companies 
Amalgamated Rubber, 1.30 b; 1.325 s. 


Ayer Tawah, 1.85 b. 
Java-Consolidated Estates, 19c. b. 


Langkat, 144 nom. 
Rubber Trust, 1.20 b; 1.275 s, 
Shanghai Kelantan, 80c nom. 


Shanghai Sumatra, 2.60 nom. 
Sungala, 134 nom. 


SINGAPORE SHARES 


During the week ended April 25, 
Industrials led a general decline. A 
disturbing factor on the final day was 
the sharp break in the rubber price to 
74% cents which compares with a 1958 
low of 74% cents. Tin’ however more 
than held its own to close at $362% 
per picul. No appreciable movement 
is expected until after the Tin Council - 
meeting which starts on April 29th. 

Opening on a steadier note after the 
previous week’s drop in prices, Indus- 
trials soon took on an irregular appear- 
ance and thereafter eased daily. For 
the second week in succession marking 
down was heaviest on the final day. 
There was an air of pessimism over- 
hanging this section but falls were 
nevertheless only modest, although Wil- 
liam Jacks fell from $1.72% to $1.56. A 
decline of 2% cents was recorded in 
Gammon, W. Hammer, Robinson Or- 
dinary and Wearne Bros. Larger de- 
creases were suffered by Malayan Bre- 
weries (10 cents) and McAlister (6% 
cents). Malayan Cement on the other 
hand improved by 2% cents to close 
at $1.32% and Henry Waugh put on 7 
cents to $1.15. Straits Steamship 
slipped 3 cents to 66 cents but Cold 
Storage held steady around 86 cents. 

Turnover in the Tin section contract- 
ed sharply and, although the general 
trend was towards lower levels, falls 
were quite small. In the majority of 
cases opening and closing prices were 
the same but firm buyers were hard to 
come by. Austral Amal. shed 3d to 
11/4%d and Berjuntai eased to 13/- 
after 13/1% earlier. Business was 
written in Kuala Kampar from 29/3 to 
29/- and in Lower Perak from 12/7% 
to 12/6d. Talam eased from $1.80 to 
$1.75 without attracting a buyer and 
Rantau slipped from $1.42% to $1.40. 
On the other hand Petaling and Sungei 
Way held steady at $1.90 and $1.50 re- 
spectively. Sterling Tins took a back 
seat, although Tronoh improved from 
8/9d to 10/- x.d. Elsewhere  in- this 
section local investors were unwilling 
to pay London’s inflated prices, being 
interested only in basement bargains. 

Rubbers had a difficult week on ac- 
count of the uncertainty surrounding 
the commodity price. Jimah led the 
field so far as falls were concerned 
closing 10 cents down at $3.45, and in 
the reverse direction pride of place was 
taken by Kundong at $3.35 to show a 
rise of 20 cents. The only feature 
worthy of mention in the section was 
the fall of 2/6d suffered by F.M.S. 
Rubber to close at 45/-. Elsewhere in- 
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TRADE DEVELOPMENTS IN APRIL 


CHINA TRADE 


China/Japan—Peking called off the 
US$1i96 miilion trade deal with Japan 
because ‘Lokyo denied the proposed 
Chinese Trade Mission’s right to hoist 
the Ked China tag in Japan. ‘Lne 
three Japanese organizations respon- 
sible for che signing of the tourth pri- 
vate trade agreement between Japan 
and China aaopted a wait-and-see at- 
titude towards Peking’s rejection. Mr. 
Masanosuke Ikeda, a ruling Liberal De- 
mocratic Party member of the Lower 
mouse who signed the above agree- 
ment in Peking in March said, “fhe 
whole mess startea as a_ result ot 
Cmina’s support of the Japanese 
Socialist Party now preparing tor an 
expected general election and Peking’s 


insutticient analysis ot the Japanese 
Government's reply.” Tokyo did not 
totally prohipit Communist China to 


fly ner national fiag im vapan but did 
not permit the. flag-flying as a rignt 
in view of the international laws. 
Actually, the Japanese Government had 
already pledged support and coopera- 
tion to the agreement and explained 
that there was no law in Japan pronibit- 
ing flying the flag of a country not 
diplomatically recognized. 

While Peking and Tokyo argued 
over the flag issue, financial ministries 
of both countries reached an agreement 
in mid-April on the direct trade pay- 
ments between the two countries with- 
out passing through London. In the 
past, accounts were settled between 
branches of the Bank of Tokyo and the 
Bank of China in London-on telegraphic 
notices from home offices. 

The Yamashita Steamship Company 
started a semi-liner service between 
Japan and China during the month. The 
Company’s 2,500-ton freighter Yamawa 
Maru left Yokohama on April 25th for 
Shanghai, Taku and Dairen carrying 
consignments of sundries, steel products 
and textiles. 
with Chinese beans, coal and clinker. 

Japanese businessmen in China con- 
cluded more business with Chinese 
trade officials. A representative of 
Toyo Rayon Company of Osaka sold 
£200,000 worth of rayon yarn to China. 
The Tokyo Shibaura Electric Company 
sold to Peking 7 locomotives amounting 
to about £250,000 in value. A vice- 
president of the Japanese Association 
for the promotion of International 


os was very small and highly selec- 
ve. 

Loans were featureless with small 
exchanges within the higher quotations 
now ruling. Application forms for the 
new $30 million Singapore City Coun- 
cil 5% Tioan are now available. As ad- 
vised last week, the issue price is at a 
9% discount and the loan is redeemable 
in ten to twenty years at the Council’s 
option. The yield to redemption at the 
latest date is slightly under 5.75%. 

Turnover in overseas investments 
improved only slightly, the bulk of 
transactions being in British. equities. 


She will return to Japan. 


Vrade reported that the recently con- 
cluded z4-day trade exhibition of 
vapanese proaucts in Wuhan registered 
Casa SalieS amountlny to 4oU million 
yen (apout £450,uU0). most or tne 
machine .wools, transportation equlp- 
meal, mining apparatus and induscrial 
cnemicals aisplayea in the 60U million 
yen tair were sold out. 

china/UK—Delegates of Chinese 
Svacte trading cooperations arrived in 
britain to conciuue puying contracts 
wicn Many hrms wnich nau been visit- 
ed by tne Chinese economic mission 
last year. ‘Lhe delegation also met 
british importers interested in buying 
Uninese cannea gooas, essenvulal Olis, 
1rozen meat, chemicais, woodoil, tea 
ana cashmere. Purenases inciuded 
4,(v0 tons ot steel pipes from the 
Svewart and Lioyas ‘steel mulls ot 
iNorthamptonshire. Many items which 
une Cninese delegaticn 1s interested in 
are still on the embargo list. 

China/Europe—A 1958 goods ex- 
change and payments agreement was 
signed in serun petween China and 
Kast Germany covering China’s exports 
ol mineral and farm products, canned 
gvous, Cnemicais, textiles, hides, handi- 
cratts and consumer goods against 
Germany’s exports oi precision optical 
instruments, electrical © equipment, 
printing machinery and complete sets 
ot other equipment and machinery. 
A trade agreement for 1959/62 was 
signed in reking between China and 
Hungary covering exchange of Chinese 
beans, ores, canned gooas, silk, tea, 
tyres, macnine tools, textile machinery, 
electronic tubes and radio parts for 
Hungarian power stations, refrigerating 
equipment, diesel trains and locomo- 
tives, rolled steel, various kinds of 
machine tools and high-frequency tele- 
communication'equipment. A 1959/62 
trade agreement together with an 
agreement .on commodity exchange and 
payments for 1958 were signed between 
China and Poland in Peking. Poland 
will supply China with transportation 
equipment, heavy machine tools, rolled 
steel and 17 complete sets of equipment 
including plants for coal dressing, fer- 
tilizer manufacturing and other indus- 
tries. China. in return. will ship to 
Poland soya bean, iron ore, tungsten 
ore, molybdenum ore, mercury, tea, silk 
Piecegoods, canned goods and _ other 
consumer goods. 

China/SE Asia—Colombo bought 3 
million rupees worth of coal (85,000 
tons) and 25 million rupees worth of 
rice (40,000 tons) and sugar. (10,000 
tons) from China outside her barter 
deal with Peking. The Ceylon-China 
barter deal concluded last year provides 
for an annual exchange of two hundred 
thousand tons of rice for 50,000 tons 
of rubber. To Indonesia, China offered 
to supply 20,000 tons of rice and 72 


million yards of textiles on credit (total- 


value 48 million Swiss francs) to be 
paid back over 10 years at 2% per 
cent per annum interest. Attached to 
the offer was an agreement: (to be sign- 
ed later) for the financing of .a textile 
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plant in Indonesia and long-term pur- 
chase of textiles and rice from China. 

China/USSR—In Peking, China and 
USSR signed a treaty of commerce 
and navigation between the two coun- 
tries. The attached protocol on com- 
modity exchange for 1958 stipulates 
that USSR will supply China with in- 
dustrial equipment, instruments and 
tools, motor vehicles, tractors, agricul- 
tural machinery, petroleum, ferrous 
and non-ferrous rolled metals, electric 
cables, chemical products and other 
commodities. China will supply USSR 
with tin, mercury, tungsten ore, moly- 
bdenum ore, sulphur, wool, raw _ silk, 
woollen textiles, silk and brocades, gar- 
ments, knitwear, tea, tobacco, woodoil, 
beans, fruits and other consumer goods. 


HK IMPORTS & EXPORTS 


Imports remained active throughout 
the month consisting chiefly of food- 
stuffs from China, rice from Thailand 
and Cambodia, consumer goods and 
industrial supplies from Japan, UK, 
Europe and US. Importers dealing in 
items consumed by the local population 
and Hongkong industries enjoyed steady 
business but merchants depending on 
entrepot transactions faced a further 
decline in trade because only shipments 
to Thailand and Malaya were maintain- 
ed at a steady level; demand from 
other SE Asian countries was weak and 
uncertain. 

Exporters handling local products 
reported steady demand from UK, US 
and SE Asia but prospects of further 
improvement remained dull in view of 
the intensified competition and in- 
creased buying resistance in these 
markets. Adverse criticism from UK 
on Hongkong cotton goods showed no 
sign of moderating. American shirt 
factories adopted measures to restrain 
imports of HK shirts. SE Asian coun- 
tries were considering to further re- 
strict imports of HK products which 
their domestic industries could produce. 

The drop in the volume of entrepot 
trade is also refiected by the recent 
reduction of freight charges from here 
to Thailand, Malaya, Burma, Indonesia 
and Philippines by many local shipping 
companies. More than 20 ships total- 
ing 50,000 tons are now lying idle in 
Hongkong waters. Shipping companies 
here fear that more ships may be made 
idle if the situation does not improve. 
Most companies with ships on regular 
runs have been affected by the reces- 
sion but firms operating tramp services 
are even worse off. 

HK/China—The Chinese General 
Chamber of Commerce here issued on 
behalf of Chinese Communist authori- 
ties, about 2,500 invitations to local 
businessmen requesting visits to the 
Export Commodity Fair in Canton 
(April 15 to May 15). Several hun- 
dred Chinese and European firms ae- 
cepted the invitation. The fair, spon- 
sored by China foreign trade corpora- 
tions, is conducted in Canton every 
six months to promote exports - of 
Chinese products. At the end of April, 
authorities in Canton claimed that trans- 
actions concluded during the first two 
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weeks at the fair amounted to about 
HK$440 million. Among items pur- 
chased by visiting businessmen was a 
complete paper mill worth about US$1 
million, HK firms bought at the fair 
chiefly canned food, fruits, vegetables, 
plywood, sawn timber, tobacco, sugar, 
tea, groundnut oil and other vegetable 
oils, egg products, feather, cement, 
cassia, resin, cigarettes, paper, cotton 
goods, silk piecegoods, chemicals, cos- 
metics and other light industrial pro- 
ducts. 

A visitor to the fair reported after 
returning here that handicraft exhibits 
and objects of art attracted keen in- 
terest. ‘The range of heavy and light 
industrial exhibits is wider than pre- 
vious fairs but many items printed in 
the catalogue are not on display. Ac- 
cording to officials at the fair, among 
14,000 commodities on disvlay, one-fifth 
are being shown for the first time. 
These include the M-612 universal tool 
grinder, turret lathes, a 35-ton inclin- 
able notching press, automatic spinning 
and weaving machines, semi-conductor 
radios and photographic paper. Visiting 
experts were impressed by the size of 
the exhibition but found the quality 
of various machines and tools poor; 
the finish is not good and the standard 
far from the best. [tems such as cot- 
ton machinery are of prewar European 
designs and _ standards. British ma- 
chine tools may cost 30 per cent more 
than Chinese goods but will last ten 
times longer. 

Shipments of beans, oils and oilseeds, 
feather and animal by-products to the 
local market were curtailed during the 
month because Chinese authorities re- 
tained the supply for transactions at 
the Canton fair. On the other hand, 
imports of foodstuffs remained heavy. 
China also sent here several shipments 
of sugar and cotton yarn at prices 
cheaper than similar goods from Taiwan 
and Japan. Imports of live hogs cur- 
tailed. Local .pork eaters were dis- 
gusted to learn that hog breeders in 
Kwangtung recently started to use 
cattle manure for hog feeding. Peking 
however claimed that cattle manure 
was more nourishing than other fodder 
for hogs and that by eating cattle 
excrement, hogs were able to ward off 
common  sicknesses due to the newly- 
gained resistance power. 

China’s purchases from here were 
limited to a few items of metals. Many 
transactions fell through because 
counteroffers from Canton and Shang- 
hai were too low. Local dealers who 
went to Canton also failed to sell any 
merchandise to trade officials stationed 
at the fair. ; 

HK/Japan—Imports from Japan ex- 
ceeded 10,000 tons consisting mostly of 
goods for local consumption such as 
cement, cotton textiles, fruits, vege- 
tables, rayon products, electrical ap- 
pliances, sugar, bean oil, china, paper, 
wheat flour, sewing machines and sun- 
dries. Although the Japanese textile 
manufacturers had (according to Tokyo 
reports) curtailed their output, ship- 
ments of Japanese cotton piecegoods to 
the lIpcal 1 iarket remained heavy. 


Exports to Japan averaged 1,000 
tons per week. Scrap metals and 
produce of SE Asian origin constituted 
the major portion of the tonnage. In 
spite of the suspension of the 4th trade 
agreement signed between Japanese 
businessmen and Peking officials, Japan 
did not increase purchases of China 
produce from the local market partly 
due to the lack of sufficient supply here 
but chiefly on account of the fact that 
individual Japanese importers continued 
to buy from Peking large shipments of 
various produce. 

HK/UK—Imports of metals, chemi- 
cals, automobiles, cigarettes, frozen 
food, provisions and other consumer 
goods totalled 12,000 tons. Exports of 
HK manufactures and China produce 
however amounted to only 6,000 tons. 
Local cotton mills reported that the 
number of orders for grey cloth from 
UK declined recently not because of the 
restriction talks but due to the keen 
competition from Chinese and Japanese 
cotton textiles. The British cotton 
industry however continued to attack 
Hongkong of the ‘slave’ labour which 
local industrialists are exploiting. One 
British manufacturer charged that it 
was sheer ‘humbug’ to pretend that the 
sole reason for exploitation of the status 
quo was to help the Chinese refugees 
in Hongkong or to improve the Colony’s 
economy. He also accused that Ameri- 
can merchants and manufacturers were 
included among the exploiters of cheap 
labour in Hongkong and that they were 
enjoying all the privileges of imperial 
preference for their exports of low- 
priced goods to British markets. 

The attack is getting more and more 
bitter because British manufacturers 
are really having a hard time. During 
the first three months this year, UK 
imported 116.5 million yards of cotton 
cloth from various sources—340,000 
yards more than Lancashire exported 
during the same period. Imports from 
HK however amounted to only about 
20 million yards, much less than pur- 
chases from India. It is _ therefore 
difficult for us to understand why UK 
manufacturers are particularly bitter 
towards Hongkong. The accusation 
against American manufacturers in 
Hongkong is false because there are 
only a few American industrial enter- 
prises here and they all produce mainly 
for exports to US. 

Reports from Manchester revealed 
that cotton industrialists there were 
also trying to restrict imports of other 
cotton goods. UK processing mills are 
already worrying about the competi- 
tion from here after our new finishing 
plants start production. Garments 
manufacturers in UK also want to in- 
clude the question of imports of made- 
up garments in the current import- 
restriction talks in London. 

There were however also voices from 


UK urging fair-play. The City Editor: 


of the Daily Express after visiting 
Hongkong cotton mills asked Lancashire 
to be fair to Hongkong. He wrote, 
“Lancashire bases its attacks on star- 
vation wages and slave conditions in 
Hongkong mills, allowing them to 
undereut Lancashire. A  Lancashire- 
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born and trained mill-owner told me 
that the textile workers are among the 
highest paid in the Colony. Cotton 
workers in Hongkong earn about £7 a 
month but get free lodging, subsidized 
meals and advantages such as free 
medical treatment. This raises wages 
to around £12/10/0d a month. You 
cannot compare Hongkong living stan- 
dards with Britain. What would Lan- 
cashire say if the Canadians or Ameri- 
cans demanded cuts in British exports 
until living standards and wages in 
Lancashire had been raised to North 
American standards. ... Hongkong’s 
cotton industry is tiny compared witi 
the vast mills of Lancashire. There 
are only 33,000 spindles equal to but 


a single spinning combine in Lan- 
cashire.” 

A Labour peer, Lord Shepherd, 
urged the British Government to do 


nothing to restrict imports of Hongkong 
cloth and asked in the House of Lords 
whether the Government had consider- 
ed the effect on HK’s economy of the 
closing of the naval dockyard and the 
expected restriction of cotton exports 
to UK. 

Mr. Lyndon H. Jones of the Free 
Trade Union pointed out that Hong- 
kong textile manufacturers had built 
up the cotton industry under great 
difficulties: “The choice of cotton is 
restricted because of the necessity to 
ensure a minimum of 25 per cent Em- 
pire cost content in order to qualify 
for Imperial Preference Certificates. 
Additionally, depreciation charges are 
higher, likewise costs for land, stores, 
electricity, water, etc.” 

HK/Europe—Imports from Europe 
amounting to 10,000 tons came mostly 
from West Germany, Italy, Holland 
and Belgium and consisted chiefly of 
metals, paper, chemicals, automobiles, 
rayon products, woollen  piecegoods, 
dairy goods, provisions, cosmetics, ma- 
chinery and equipment. Imports of 
watches and movements from Switzer- 
land declined because smuggling of this 
item to Japan, Taiwan, China and SE 
Asia slowed down recently. Exports 
averaged 1,000 tons per week. HK 
products constituted the major portion 
of the tonnage. Principal buyers were 
West Germany and North European 
countries. Demand from Europe for 
produce covered only a few items in- 
cluding rosin, cassia, citronella oil and 
woodoil; quantities involved were also 
insignificant. 

HK/US—Imports of industrial sup- 
plies and equipment, consumer goods, 
electrical appliances, air conditioning 
units and automobiles totalled about 
8,000 tons. Exports of HK manufac- 
tures also averaged 2,000 tons per week 
and consisted chiefly of shirts and gar- 
ments, cotton textiles, plastics, rattan 
and wooden furniture, torch and other 
metalware. Arrangements were made 
bv Government with US authorities to 
allow shipments of locally grown garden 
peas to America if covered by the Agri- 
cultural Products Comprehensive Certi- 
ficates. 

According. to the President of the 
American Association of Buying Offices, 


potentialities for trade between US 
and HK could be further developed. He 
discovered during his visit here that 
HK manufactures many types of goods 
which present no competition to Ameri- 
can manufacturers. Another American 
visitor (an executive director of the 
California International Trade Fair 
which will be held in Los Angeles from 
April 1 to 12, 1959) said that a good 
way for HK businessmen to increase 
trade with US would be to exhibit HK 
consumer products in a retail market 
area of more than US$20,000 million in 
Western America. Local products which 
have a good chance in US markets in- 
clude handicrafts, embroideries, greet- 
ing cards, shoes, jewellery, canned fish, 
ladies’ wear, men’s furnishings and 
accessories, leather goods and earthen- 
ware. An American trade mission of 
the San Francisco Area World Trade 
Association also came here to investi- 
gate business possibilities. The leader 
of the mission, Mr. D. K. Tripp (Presi- 
dent of the Northern California Thrift 
Company), stated on his arrival, 
“American people, including the Ameri- 
can Federation of Labour and the Con- 
gress of Industrial Organisations have 
awakened to the necessity of reciprocal 
trade.” We welcome the news because 
during the first three months this year, 
HK imported $107 million worth of 
goods from US but exports to US 
amounted to only $71 million. 

On the other hand, the President 
(Mr. Fred M. Lyon) of Alabama Tex- 
tile Manufacturers Associations urged 
the Government to protect the domestic 
industry with tariffs or quotas “so that 
foreign imports cannot take over our 
carefully and costly developed mar- 
kets.” He added, “Lower wage and 
labour costs leave our markets wide 
open to inroads and an_ impressive 
example is HK whose textile shipments 
to US in the past year were increased 
tenfold.” 


American shirt manufacturers also 
took steps to fight the competition from 
HK-made shirts on US markets. One 
US firm recently registered with London 
patent rights on the improvements of 
shirt collars and shirt cuffs. These 
features have already been adopted by 
local shirt makers who now fear that 
the American firm may not only take 
steps to ban imports of HK shirts 
bearing these registered features but 
nite, peogecte them for making these 
shirts. 


HK/Thailand—Over 12,000 tons of 
rice arrived from Bangkok. There 
were also live cattle, beans, maize, 


groundnut, teak, sesame and other pro- 
duce but the volume was not very big. 
Exports totalled only about 8,000 tons 
and consisted chiefly of Hongkong 
manufactured metalware, plastics, cot- 
ton goods, paints; Chinese paper, glass, 
nails; European and American phar- 
maceuticals, metals, chemicals; and 
Japanese sundries. The increase of 
import duties there on a long list of 
consumer goods and luxuries began to 
adversely affect Hongkong exports to 
Thailand towards month-end. The list 
includes felt hats, cosmetics, auto- 
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receiving sets, wines, 
cameras, et 


mobiles, radio 
electrical appliances, 
cetera. 
HK/Indonesia—Cargo movements be- 
tween HK and Indonesia declined con- 


siderably. Imports consisted of only a 
few hundred tons of sesame, rattan 
and other produce. Djakarta sus- 


pended shipments of sugar to the local 
market on account of domestic short- 
age. Exports averaged only about 500 
tons a week and were made up mostly 
of cotton textiles. Purchase of gar- 
lic, saccharine, paper, canned food, 
knitwear, shirts, torch, enamelware, 
metals and other essentials from here 
were limited to small lots due to the 
lack of adequate funds for various im- 
ports. Authorities there are now 
short of foreign exchange because In- 
donesia’s exportable commodities come 
chiefly from territories outside Java; 
the civil war there has disrupted the 
supply of rattan and other staples to 
Djakarta. Importers there also found 
purchases from here and other sources 
unprofitable on account of the high 
premium they had to pay for exchange 
certificates. 

Sukarno’s pro-Communist attitude 
however has won limited support from 
Peking. A shipment of 5 million 
yards of textiles and 20,000 tons of 
rice reached Indonesia from China. 
The cotton cloth consignment is_ the 
first shipment of the total 72 million 
yards of textiles Peking offered to 
Djakarta on credit. The resumption 
of normal diplomatic relations between 
Japan and Indonesia and the repara- 
tions agreement signed recently be- 
tween these two countries will enable 
Djakarta to procure most Japanese 
supplies direct instead of via Hong- 
kong. The volume of exports from 
here to Indonesia in the future will 
depend on Djakarta’s demand for HK 
manufactures as well as purchase of 
European and American goods from 
the local market. 

HK/Malaya—Imports of firewood, 
charcoal, teak logs and squares, sawn 
timber, beans, hide, rubber and other 
produce were steady but limited to 
small consignments. Exports remain- 
ed heavy throughout the month be- 
cause reexports, legitimate as well as 
illicit, of garlic, chilli, pharmaceuticals, 
metalware, knitwear, rayon products, 
cotton textiles, paper, towel, eggs, 
canned food and other consumer goods 
from Malaya and Singapore to Indo- 
nesian markets remained active. De- 
mand from Malaya and Singapore for 
vegetables and foodstuffs however de- 
clined because China recently start- 
ed to supply these two markets direct. 

HK/Philippines—During the first 
half month, Manila shipped several 
large consignments of mangoes to the 
local market and bought in return some 
cotton yarn, structural steels, and 
other essentials and HK products from 
the local market. The demand how- 
ever was not sustained after a brief 
spell of improvement. 

On the other hand, a large number 
of Filipinos continued to come here and 
return to Manila with heavy loads of 
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personal goods. Manila therefore sent 
here a government team to investigate 
how a huge amount of goods from HK 
managed to enter the Philippines as 
personal goods without paying luxury 
and special import taxes. In Manila, 
authorities set up a Presidential Law 
Enforcement Unit in an all-out drive 
against smuggling. The unit coor- 
dinates the facilities of the Army, 
Navy, Air Force, Police, Customs, In- 
ternal Revenue and Immigration De- 
partments in the new campaign. Pre- 
sident Carlos Garcia himself made a 
surprise tour of Manila’s harbour on 
April 28 and ordered the confiscation 
of 92 crates which contained a huge 
amount of merchandise brought there 
from HK and Tokyo by two Filipino 
“tourists” as tax-free personal effects. 
One of the crates contained dried 
shrimps, chocolate bars and pickles! 
This ‘‘personal effects’? racket is cost- 
ing the Philippine Government millions 
of dollars every year in unpaid taxes. 
HK/Korea—Seoul earmarked about 
US$16 million for essential imports 
including paper, rayon yarn, steels, 
rubber, woollen products, fertilizers, 
machinery and equipment. Purchases 
from here however did not improve and 
covered only small lots of paper and 
other essentials. Authorities there 
allocated the bulk portion of import 
foreign exchange for purchases direct 
from Europe, Japan and US. Towards 
month-end, Seoul was considering to 
relax import restrictions on a large 
number of items’ including wheat, 
sugar, wooltops, fiber varn, fertilizers, 
butter, sewing machine, torch and 
some chemicals and paver. It remains 
to be seen whether such a relaxation 
could stimulate HK exports to Korea. 
HK/Taiwan—Taiwan maintained a 
steady flow of live hogs, sugar, canned 
food, vegetables, tea, starch, feather, 
citronella oil, cotton yarn, cement and 
camphor products to the local market. 
Towards month-end, offers for sugar 


and a large number of other items 
from Taiwan were slightly marked 
down after the adoption of a new 


foreign exchange policy there. The 
old multiple exchange rates were re- 
placed by a new and single buying and 
selling rates enabling traders there to 
earn more from exports. On the 
other hand the new rates made imports 
more expensive for Taiwan. Exports 
from here to Taiwan therefore fur- 
ther declined. There were many en- 
guiries from Taipei for metals, paper 
and chemicals but low buying offers 
handicapped the business. 

HK/Cambodia—Phnompenh _ shipped 
here over 12,000 tons of rice and 
substantial quantities of beans, sesame, 
maize and other staples. Purchases 
from here however were limited to 
small lots of gypsum, garlic, paper, 
grey sheeting, sugar, cement, provi- 
sions, electric appliances, plastics, 
enamelware, and other consumer goods. 
There were more enquiries for cotton 
textiles towards month-end but dealers 
here believed that orders would be 
placed chiefly with Japan for direct 
shipments ~»* Cambodia. 


HK/Laos—Laotian importers bought 
only small lots of sugar, grey sheeting 
and other HK manufactures from here. 
The lack of sufficient foreign exchange 
there handicapped purchases from 
here and the advance of exchange 
rates for HK dollars in Vientiane made 
imports from here too expensive in 
most cases. 

HK/Vietnam—Saigon offered to 
supply the local market with more rice, 
maize and other staples but dealers 
here found indents for most supplies 
too high. Exports to Saigon 
dwindled. Towards month-end Saigon 
banned imports of cotton goods which 
its domestic industries are producing; 
items affected include towel, grey cloth 
and lower quality cotton piecegoods. 

Trade with North Vietnam was 
quiet. Haiphong shipped here small 
quantities of coal, rice and sundry 
provisions but bought almost nothing 
trom the local market. In view of the 
increasing volume of Haiphong’s direct 
trade with China and Japan, HK’s 
trade with North Vietnam will remain 
stagnant for some time. 

HK/Burma—Imports of rice from 
Burma were much less than during the 
same period last year. The serious 
reduction in Burma’s 1957/58 rice crop 
(estimated crop for 1957/58 is only 
5.5 million tons against 6.5 million tons 
in 1956/57) is forcing Rangoon to cut 
exports of rice. The drop in rice out- 
put also adversely affected purchasing 
power in Burma. Exports from here 
to Burma totalled only about 2,000 
tons; shipments were made mostly dur- 
ing the first half-month consisting 
chiefly of paper, wheat flour, torch, 
menthol erystal, groundnut oil, cos- 
metics, enamelware, hurricane lan- 
terns, silk piecegoods, plastics, canned 
food and other provisions. Rangoon 
also bought supplies direct from manu- 
facturing countries whenever possible. 

HK/Australia—Local dealers  cur- 
tailed imports of wheat flour on ac- 
count of the sluggish market here. 
Imports of frozen meat, dairy  pro- 
ducts, fruits, hide and wooltops how- 
ever were maintained at a steady level. 
An Australian trade mission came here 


to study the purchase of plastics, 
gloves, china, straw mats and _ other 
HK products. -Orders amounting to 
several million dollars were placed 


with local factories which members of 
the mission visited. Demand from 
Australia for HK products is weaker 
this year compared with 1957 on ac- 
count of the intensified competition 
from Japanese products in that mar- 
ket. Exports of woodoil, rosin, cam- 
phor products and other produce were 
limited to small lots because supply 
here remained inadequate. 
HK/Africa—Competition for HK 
products from Japanese and Chinese 
goods in African markets continued to 
intensify. Exports of metalware, plas- 
tics, cotton goods, rubber footwear and 
rayon textiles to East, West and South 
Africa totalled only about 2,000 tons 
in each direction. Imports from East 
Africa totalling about 2,500 tons con- 
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tobacco, ivory and seatood. South 
Airica shipped here several small con- 
signments vi tanning extract, grounu- 
nut OM, caunea rooa and fruits, 

HMnN/Canaaa—Cargo movements be- 
tween 114 and Canada were sluggish. 
imports consisted chietly of wheat 
huur, pharmaceuticals, orice appliances, 
paper products, canned tood and other 
provisions. tixports of ratianware, 
rubber shoes, firecrackers, ladies ap- 
parel, gloves, cotton textiles and other 
HK goods amounted to only about 500 
tons. 

HK/India—India’s April/September 
quotas tor textile chemicals and acces- 
sories, taper roller bearing, spare parts 
tor machinery, industrial gums = and 
resins and other items required by 
inuian industries were increased. New 
quotas were given for printing ma- 
chimery and agricultural tractors. On 
the other hand, quotas itor coal tar 
dyes, some automobile parts, PVC 
compounds, steel tiles, fish, fruits, milk 
4o0a anu other consumer goods were 
reauced. Trade between HK and 
india remained on a restrained scale: 
imports of cotton textiles, gunny bags 
ana tobacco were limited to insigni- 
ficant quantities while exports of 
nails, paper, glass and cassia amounted 
to only about 500 tons. 

Min/ranistan—I{mports of cotton 
yarn trom Pakistan were also curtailed 
cn account of the kigh indents and 
low market quotations here. Exports 
were insignificant and consisted chiefly 
of paints, nails, window glass, cassia 
and other Chinese light industrial pro- 
ducts. 

HK/North Borneo—British North 
Borneo sent here about 10,000 tons 
of merchandise consisting chiefly of 
timber and firewood. Exports to N. 
Borneo remained quiet; there were 
only small lots of Chinese gravel and 
other building materials. The smug- 
gling of consumer goods and luxuries 
from North Borneo to the Philippines 
was kept inactive by the strict preven- 
tive measures maintained by Manila. 

Exports of HK Products—HK paint 
manufacturers recently introduced a 
new type of waterproof cement paint. 
It is available in a large variety of 
colours and is especially resistant to 
tropical weather because it forms a 
streng coating over concrete, brick, 
stone, rough cast and pebble dash. 

Local products which have recently 
attracted increasing number of orders 
from overseas include a leno weave 
mesh bag which is capable of carrying 
a large auantitv of produce, stainless 
steel cutlery with horn handles, and a 
twelve or six volt car service lamp 
with a rubber suction holder’ and 
plug-in or clip-on attachment. 

The Chinese Manufacturers’ Associa- 
tion reovened its display centre in the 
Association Building in Connaught 
Road Central. Products of the Asso- 
ciation’s more than 1,000 members are 
on display. 

To stimulate exports to Australia, 
local industrialists will participate in 
next year’s International Trade Fair 
in Australia (February-March in Mel- 


sisted chiefly of groundnut oil, cotton,bourne). 
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HK COMMODITY MARKETS 


Produce—China curtailed supplies to 
Hongkong whiie overseas buyers - in- 
structed their local agents to buy 
direct from China at the Canton Ex- 
port Commodity Fair. Consequently, 
trading in the local market was limit- 
ed chiefly to orders from Japan, Cana- 
da, Europe and other buyers for oil 
seeds, beans and other produce of SH 
Asian origin. Local dealers who went 
to Canton managed to obtain limited 
supplies of vegetable oils, egg pro- 
ducts, feather, hog casing and a num- 
ber of other popular items. Ship- 
ments will begin to reach here in 
May. 

Metals—Local demand for struc- 
tural steels and factory supplies re- 
mained strong throughout the month 
keeping prices on a firm level in spite 
of the sluggish exports. There were 
actually many enquiries from China 
and Taiwan for pipes, steel plate, iron 
sheets and waste waste, but in most 
eases, buying offers were too low to 
interest local dealers. Peking’s pro- 
curements from here were limited to 
absorptions of essential items when 
prices are extremely low. (Recently, 
Peking bought about 4,700 tons of steel 
pipe from UK and large quantities of 
steel products from Japan). Taiwan 
found prices here too ¢xpensive on 
account of the higher exchange rates 
for HK dollars. Thailand, Philippines, 
Laos, Korea and Indonesia made selec- 


tive purchases from here; quantities 
involved were small and _ interest 
covered only structural steels, pipes 


and steel plates. Japan bought several 
hundred tons of scrap metals from the 
local market but buying offers were 
kept very low. 

Paper—Local demand for printing, 
writing and packing paper kept the 


market firm throughout the month. 
Exports during the first half-month 
was active although the volume was 


small. Korea remained the number 
one buyer followed by Thailand but 
demand from these two sources turned 
sluggish during the second half-month. 
Taiwan was interested in.a large num- 
ber of items but most enquiries did not 
materialise because importers. there 
considered replenishment cost too high. 
There were also orders’: from Burma 
during the first half-month but interest 
covered only a few _ items. Items 
which retained export demand were 
newsprint in ream, art printing, wood- 
free printing, poster, sulphite, kraft, 
tissue, manifold, cellophane, glassine, 
aluminum foil, cigarette paper in ream 
and duplex board. 

SE Asia and local consumers are 
buying more Japanese and Chinese 
paper on account of lower prices. but 
current trend indicates that export of 
Chinese paper to SE Asia may decline 
because imports from China are now 
manipulated by Peking agents here in 
an effort to keep prices at the highest 
possible level. Consequently, indents 
from Canton are sometimes higher 
than Canton’s direct quotations to 
Bangkok and other SE Asian markets. 


In the case of Japanese paper, reex- 
port will be adversely affected by the 
ever increasing volume of Japan’s 
direct trade with SE Asia. 


There are also indications that re- 
exports of European paper to Korea 
may further decline. ‘the most im- 
portant requirement for trading with 
Korea is to have adequate stock here 
to meet the demand. Immediate de- 
livery is import to buyers in South 
Korea where money market is usually 
tight and interest rates are _ high. 
Dealers here however are discouraged 
from keeping heavy stocks by Seoul’s 
low buying offers. Since last year, 
European suppliers have been offering 
similar goods to Korea at _ prices 
cheaper than they are quoting to HK. 
The situation has therefore become 
almost impossible for HK dealers to 
handle reexports to Korea. 


Industrial Chemicals—The market 
was quiet. Taiwan enquired for tar- 
taric acid, ammonium chloride, am- 
monium bicarbonate, lithopone, shellac, 
formalin, gum copal, rongalite C 
lumps, tanning extract and acetone but 
most transactions fell through be- 
cause dealers here considered it un- 
profitable to accept the low buying 
offers especially when cost of re- 
plenishments from Europe and other 
sources remained firm. On the other 
hand prices for bicarbonate of soda, 
caustic soda, glycerine, potassium 
nitrate, silicate of soda, soda ash, so- 
dium nitrate, sodium sulphide, talcum 
pewder and zine oxide remained at a 
low level because supply of these 
items from China far exceeded demand 
from local industries. 


Pharmaceuticals—K orea absorbed 
some  dihydrostreptomycin, penicillin 
preparations, sulfonamides, mercuro- 
chrome crystal and  caffine alkaloid 


while Thailand purchased small lots of 
aspirin powder and saccharine crystal 
from here; the market was otherwise 
quiet. Demand from SE Asia remain- 
ed uncertain and dealers here refrain- 
ed from booking heavy supplies from 
various sources. 

Cotton Yarn—Exports were quiet 
with only Philippines booking small 
lots of HK yarn and Indonesia enaquir- 
ing fer HK and Japanese brands. 
Prices for HK products were firm be- 
cause local mills had curtailed produc- 
tion in view of the decline in exports. 
Pakistan products registered no busi- 
ness but prices remained steady 
throughout the month on low supply 
and high indents. Indian yarn attracted 
moderate local demand when prices 
were marked down; closed steady at 
month-end. Japanese yarn remained 


‘steady on firm cost and Korean brands 


were firm on low stock. Chinese varn 
of counts from 20’s to 42’s reappeared 
on the market at prices cheaper than 
HK and Japanese products. Tts de- 
pressive influence on local market is 
not yet serious because supply is still 
limited to a few hundred bales. 
Cotton Piecegoods—HK grey regis- 
tered no spot business but prices re- 
mained firm because most weavers had 
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enough orders on hand to keep their 
mills pusy for the next few months, 
several mills however postponed the 
installation of new looms because de- 


“mand from UK showed sign of weak- 


ening. Recently, UK bought large 
quantities of Chinese products at a 
price cheaper than HK goods, Local 
weavers are therefore anticipating fur- 
ther cut in ‘counteroffers from UK im- 
porters. This development will agitate 
more adverse criticism from UK manu- 
facturers who are attacking HK indus- 
trialists of ‘cheap’ HK cloth. HK ex- 
porters should ask UK manufacturers 
to convince UK importers that HK 
cloth is already too cheap! 

Japanese grey sheeting continued to 
Teach here in large -quantities in spite 
of the reported cut in output in Japan. 
Prices remained steady throughout the 
month on limited purchases by Cam- 
bodia and strong demand from local 
processing mills. Chinese grey was 
weak under heavy stock; more ship- 
ments from Canton were expected. 

kKice—Imports from Thailand and 
Camboula were very aeavy during tne 
month. Prices here huwever remained 
steady on hrm cost. Retailers also 
provided good support to importers by 
absoroing large siocks in anticipation 
ox firmer prices. Price trend in inter- 
national markets was bullish because 
1957/58 crops in Burma, ‘Yhailand and 
Cambodia will be much less than yields 
during 1956/57. 

Wheat Flour—The market remained 
sluggish because supply far exceeded 
demand. in addition to large com- 
mercial imports from US, Canada, Aus- 
tralia and Japan there were 12,258 
bags of wheat flour from US for local 
relief purposes. ‘The approach of the 
humid weather discouraged retailers 
from holding heavy stocks. Prices in 
the local market for both HK products 
and imported brands were therefore 
weak throughout the month. 

Sugar—During the first half-month, 
Taiwan granulated white sugar enjoyed 
a brief spell of firm price on orders 
from Singapore, Malaya, Laos and 
Cambodia but as more supply arrived 
from Taiwan the market turned slug- 
gish. Imports from Taiwan were 
slightly reduced during the second half- 
month but prices remained low  be- 
cause dealers anticipated lower indents 
from Taipei. Furthermore, Canton 
continued to ship here several hundred 
tons of sugar ver week at a very cheap 
price. Hongkong products were also 
forced down in the. bearish market. 
Brown sugar-remained weak but senti- 
ments in the market improved after 
Djakarta had restricted exports of 
sugar on account of its domestic short- 
age. ; 

Cement—Local demand for various 
brands was very strong throughout 
the month. Prices remained steady in 
spite of large imports) from Japan. 
Taiwan shipped here some cement but 
the quantity was insignificant. Im- 
ports from China were not very heavy. 
Local dealers who went to Canton 
bought several large consignments of 
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cement; the arrival cf these shipments 
will push prices down in the local mar- 
ket if heavy imports from Japan are 
maintained. 


* * * * 
HK COMMODITY PRICES 
PRODUCE 


Aniseed Star—Kwangsi, export quali- 
ty, £106 per ton c & f Europe. Hai- 
phong, new, $58 picul. Cassia—Broken, 
Kwangsi, A grade, $120 picul. Lignea, 
Kwangsi, Rs. 80 per 80-lb bale cif India. 
Coir Fibre—Szechwan, £138; South 
China, £128 per metric ton c & f Japan. 
Duck Feather—China, export quality, 
NN 85%, 4s per lb c & f Europe. Goose 
Feather—HK processed, GGS 90%, 5s 
6d per lb c & f Europe. Garlic— 
Kwangtung, toasted, Ist quality, $85 to 
$112 per quintal; 2nd, $68 to $95 
quintal. Kwangtung, untoasted, 1st 
quality, $64 to $86 quintal; 2nd, $47 
to $80. Hog Bristle—Tientsin, No. 55, 
black, 28s 4d per lb c & f Europe; No. 
26, 24s 1d. Hankow, No. 17, black, 
23s 4d; No. 5, 9s 10d. Menthol Cry- 


stal—HK, $37 lb. Taiwan, $31. Pep- 
permint Oil—HK, $15 lb. Shanghai, 
$22.50. Taiwan, $14,50. Camphor 
Tablet—HK, 1/16-0z tablets, $3 per 


lb; 1/8-0z, $2.90; 1/4-0z, $2.85; 1/2-0z, 
$2.80 per lb. Raw Silk—Canton, for- 
ward, 20/22 denier, $2,670 per kilo; 
50/70, $2,400; 70/90, $2,360. Dried 
Chilli K weichow, new, small, £100 per 
metric ton c & f Colombo. Shensi, 
new, $1,028 per metric ton cif Port 
Swettenham; Hunan, B, $996 cif P. 
Swettenham. Rosin—South 
mixed, A grade, $102 per quintal; WW 
grade, $1,077 per metric ton cif Bang- 
kok. Sesame—Africa, yellowish white, 
$83 picul. Thailand, black, new, $88. 
Cambodia, brown, $68.50. Aniseed Oil 
—China, in drum, 7s 5d per lb c & f 


Europe. HK, $770 per picul. Camphor 
Gil—Taiwan, in drum, $120  picul. 
China, $116. Citronella Oil—Hainan, 


forward, 5s 5%d per lb c & f Europe. 
Taiwan, forward, US$0.58 lb c & f New 
York. Cassia Oil—China, 80/85%, in 
drum, $1,350 picul. Turpentine—South 
China, in drum, Ist grade, forward, £71 
per metric ton c & f Australia. Woodoil 
—China, refined, forward: in bulk, 
$1,930 per long ton ex-Kowloon Rail- 
way Station; in drum, £125 per long 
ton c & f Anstralia, £127 per metric 
ton c & f Japan and £120 per metric 
ton c & f Canada. Gallnut—China, 
£355 per metric ton c & f Europe. 
Korea, $310 picul. Maize—Cambodia, 
yellow, forward, $22.50 picul. Burma, 
white, $21.30. Taro Chip—Szechwan, 


1956 crop, £120 per metric ton c & f° 


Japan. Black Bean—Kwangsi, small, 
new, $44.20 picul. Shanghai, $135 picul. 
Broad Bean—Chekiang, $44.50 picul. 
Green Pea—Kiangsu, large, $52 
picul. Thailand, large, new, $73. Red 
Bean—South Vietnam, new, $37 picul. 
Kiangsu, $79. Bamboo Bean—Burma, 
white, $28 picul. Kweichow, $24. South 
Vietnam, $32.50. Soya Bean—Dairen, 
new, $49 picul. Africa, $45. Ground- 
aut Kernel—Thailand, white, $88 picul. 
Philippines, large, $85. Africa, medium, 
new, $78. Tsingtao, assorted, new, 


China, - 


$110. Groundnut Oil—Africa, in drum, 
$133 to $145 picul. China, Tsingtao, 
new, in bulk, forward, $120 picul. Indo- 
nesia, old, in drum, $115 picul. Soya- 
bean Oil—Japan, spot, $102 picul. 


METALS 


Mild Steel Angle Bars—Europe or 
Japan, 1/8” x 3/4” x 2/4”, $44 picul. 
M.S. Flat Bars—Europe or Japan, 1/8” 
x 1”, $43 picul. HK, 1/8” x 1/2” to 1” 
and 1/4” x 1/2” to 2”, $36 picul. M.S. 
Round Bars—Europe, 1/2” dia, $33 
picul; 3/4” dia, $32; 1” dia, $33. HK, 
1/4” dia to 1” dia, $34. M.S. Square 
Bars—Europe or Japan: 1/2” and 5/8”, 
$43 picul; 38/4” to 1%”, $42. Mild 
Steel Plates—Japan, 4’ x 8’, 1/16”, 
$60 picul. Steel Wire Rope—UK, 24 
x16)07, 156%) $76. per ib. HK, 24> 
CeAi202 Si 70s 2 stds 2267 and 
2%”, $1.05 pound. Tinplate Waste 
Waste—Coked: UK, 18” x 24”, $80 
per case of 200 pounds. Electrolytic: 
US, 18” x 24”, 1 ton skid, $75 per 200 
Ibs. Misprint: US, 18” x 24” and 
larger, $42.50 per picul. Black Plate 
Waste Waste—US, 18” x 24” and 
larger, G29/G33, $43 picul. Tinplate 
—UK, 20” x 28”, $127 per 200-lb case 
of 112 sheets with tin lining. Gal- 
vanized Iron Sheets—Japan, 3’ x 7’: 
USSG 24, 53c per pound USSG 34, $4.70 
per sheet. Black Plate—Japan, 3’ x 6’, 
G18, $62 picul; G26, $63.50 picul. 
Corrugated Galvanized Iron Sheets— 
HK, 3’ x 7’, BWG 26, 55c pound. Zine 
Sheets—Europe, 3’ x 8’, G6, $116 per 
picul; G10, $115. Black Iron Pipe— 
Europe, 18’ to 22’, 1” dia, 60c per 
foot; 2” dia, $1.30. Galvanized Iron 
Pipe—Europe, 18’ to 22’, 2” dia, $1.57 
foot. Steel Box Strapping—Japan, 
cold rolled, black, 3/4, G20, $53 
picul. Cast Iron Scraps—$16.50 picul. 
Wrought Iron Scraps—l1st choice, $230 
per ton; 2nd, $130. 


PAPER 


Newsprint—In reels, 31”, 50/52 gr, 
prices per pound: US, 44c; Canada, 
43%c; China, 43c; Japan, 41c; Norway, 
43%c; Austria, 43c; Finland, 43%c. In 
reams, 31” x 48”, 50/52 gr, 48/50-lb 
ream, prices per ream: Europe, $23; 
Japan, $18.50; China, $21. M.G. Pure 
Sulphite—Sweden, 20 gr, 17-lb ream, 
40” x 30”, forward, $14.50 ream; Nor- 
way, $13.50. .China, 21 gr, 24%-lb 
ream, 35” x 47”, $14 ream. M.G. Pure 
White Sulphite—Sweden, 34 gr, 40-lb 
ream, 35” x 47”, locally repacked, 
$28.20 ream. M.G. White Sulphite— 
Austria, 40 gr, 47-Ib ream, 35” x 47”, 
$31 ream; Germany, $30.30. M.G. Rib- 
bed Pitched Kraft—Sweden, 100 gr, 
117-lb ream, 
Japan, $72.50. M.G. Pure Ribbed Kraft 
—Austria, 35” x 47”: 39 gr, 46-lb ream, 
$30.80 ream; 40 gr, 47-Ib ream, $31.50. 
Japan, 35” x 47”: 38/39 gr, 45/46-lb 
ream, $30 ream; 33/34 gr, 39/40-lb 
ream, $24.60; 60/100 gr, 58/100-lb 
ream, 64c lb. M.G. Ribbed Kraft— 
Europe, 60/150 gr, 70/160-lb ream, 


69c lb. China, 48-Ib ream, 35” x 47”,- 


$24.50 ream. Grease Proof—Norway, 
40 gr, 34-lb ream, 30” x 40”, $28 ream; 
Sweden, $29; Germany, $27. Art Print- 


35” x 47”, $95: ream;” 
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ing—31” x 48’, one-side coated, 90 
gr, 85-lb ream: UK, $96 ream; Japan, 
$75. Two-side coated, UK, 90 gr, 88-lb 
ream, $103 ream; Japan, 96c lb. Bond 
—22” x 34”, white, 60 gr, 32-lb ream: 
worway with water mark and brand 
name, $30.50 ream; Sweden, $31.50; 
Japan, $23.50; Europe, $26.50. Colour- 
ed, Norway, $32.50 ream; Japan, $25. 
Woodfree Printing—Japan, 31” x 43”, 
60/100 gr, 57/100-lb ream, 
Manifold—White, 22” x 34’’, Sweden, 
30 gr, 16-lb ream, $16.89 ream; China, 
28 gr, 15-lb ream, $12.20. Coloured, 30 
gr, 15/16-lb ream, Europe, $18.50 
ream; China $13.50. Poster—Japan, 
58/60 gr, 56/57-lb ream, 31” x 43” or 
36” x 48”, $41.50 ream. China, 31” x 
43”: 19% kilo, 42-lb -ream, $20.30 
ream; 21% kilo, $21.50 ream. Tissue— 
Norway, 25” x 44”, 17 gr, 18%-lb ream, 
forward, $16 ream. Flint—China, 
coloured, 31-lb ream, 20” x 30”, $32 
ream. Prime Glassine—30 gr, 26-lb 
ream, 30”? x 40”, Holland and France, 
$35 ream; Japan, $388. Coloureil, 
Europe, $38.50 rcam. Cellophane— 
Japan, 36” x 397’, 30 gr, $59 ream; 
Italy, 40” x 52”, $103 ream. 


INDUSTRIAL CHEMICALS 


Acetic Acid—Japan, glacial, 99/100 
per cent, 20-kilo carboy, 78¢ lb. Citric 
Acid—UK, granular, 1-cwt barrel, $2.05 


lb. Cresylic Acid—UK, 448-lb drum, 
72c lb. Sulphuric Acid—HK, 1750-lb 
drum, 14c b. Ammonium Chloride— 


UK, 1%-cwt gunny bag, $685 per ton. 
Bicarbonate of Ammonia—UK, 2-cwt 
drum, $720 ton. Bicarbonate of Soda 


“—UK, 100-kilo bag, forward, $46 bag. 


China, 50-kilo bag, $21 bag. Bleaching 
Powder—UK, 35 per cent, 50-kilo drum, 
forward, $37.20 per drum. Calcium 
Hypochlorite—Japan, 60 per cent, 50- 
kilo drum, €4%c lb. Caustic Soda— 
China, 200-kilo drum, $106 drum. UK, 
340-kilo drum, $217 drum. Chlorate of 
Potash—Japan, 50-kilo case, 70c lb. 
Formalin—UK, 504-lb drum, 37'%c Ib. 
Gum Arabic—Sudan, 100-kilo bag, 
$1.02 lb. Gum Copal—Malaya, No. 1, 
140-catty gunny bag, $212 per picul. 
Gum Damar—Malaya, No. 1, 140-catty 
gunny bag, $265 picul. Hyposulphite of 
Soda—UK, 50-kilo paper bag, 33c lb. 
Lithopone—Germany, 50-kilo paper 
bag, 35c lb. Italy, 25-kilo gunny bag, 
33c. Petrolatum—US, amber, 377-lb 
drum, 38c lb. US, snow white, 400-lb 
drum, 65c lb. Rongalite C (lump)— 
UK, 50-kilo drum, $1.38 lb. Lemon 
Shellac—India, No. 1, 164-lb_ case, 
$223 picul. Soda Ash—China, 80-kilo 
bag, $25 bag. UK, 100-kilo bag, dense, 
forward, $36.50 bag. UK, 70-kilo bag, 
light, spot, $30.50 bag. Sodium Nitrate 
—China, 50-kilo gunny bag, $25.50 
picul. Sodium Sulphide—China, 160- 
kilo drum, $600 per ton. Tanning Ex- 
tract—Mimosa, 105-lb gunny bag, 
47%c lb. Quebracho, 105-lb gunny 
bag, 71lc. Paraffin Wax—US, 143 deg 
to 150 deg, AMP, 90/94-lb paper car- 
ton, $80 picul. 


PHARMACEUTICALS 


Penicillin Tablets—US, expiration 
date 1962, 65c per carton of 12 tablets 
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each containing 50,000 units. UK, 
1961, 68c. Procaine Penicillin-G in oil 
with aluminium monostearate, 300,000 


units per cc—UK, 1960, $1.40 per vial 
of 10 ec; US, 1962, $2.25 vial of 10 cc. 
Dihydrostreptomycin—UK, 1959, 65c 
per vial of 1 gm; 1960, $3 per vial of 
6 om. Sulfaguanidine Powder—UK, 
50-kilo drum, $7.80 per lb. Sulfamera- 
zine Powder—Germany, 50-kilo drum, 
$18.59 lb. Sulfanilamide Powder—UK, 
50-kilo drum, $4.40 lb. PAS Powder— 
Italy, $18 per kilo. Sanatogen—UK, $96 
per doz 8-oz bottles. Aspirin Powder— 
UK, 1-cwt drum, $3.20 lb. Gum Acacia 
—UK, 28-lb tin, $2.40 lb. Mercuro- 
chrome Crystals—UK, 500-gm bottle, 
$31.80 per bot. Santonin—UK, _ 1-kilo 
tin, $358 per kilo. Vitamin B1 Powder 
—France, $200 per kilo-tin. Saccharine 
UK, 100-lb drum, $6.50 lb. US, 1-lb 
tin, $8.10 tin. Japan, large crystals, 
100-lb drum, $4.80 Ib. 


COTTON YARN 


Hongkong brands—10 counts, $700 
to $900 per bale; 12’s, $830 to $920; 
20’s, $880 to $1,030; 32’s, $1,250 to 
$1,370; 40’s, $1,880 to $1,470; 42’s, 
$1,580. Japanese brands—32’s, $1,210 
to $1,220; 40’s, $1,280 to $1,320; 42’s, 
$1,430 to $1,450. Indian brands—10’s, 
$710 to $766; 20’s, $800 to $960; 32’s, 
$1,110. Pakistan brands—10’s, $710 to 
$780; 20’s, $870 to $950; 32’s, $1,130 
to $1,260. Korean brands—10’s, $800; 
20’s, $980; 32’s, $1,250. 


COTTON PIECEGOODS 


Grey Sheeting—Chinese brands: 63 x 
645) 362, x 40, ydsseos4 pee tars 269, 
88” x 40% yds, $26; 60 x 60, 36” x 40 
yds, $32; 60 x 56, 36” x 40 yds, $31.50. 
Hongkong brands: 60 x 56, 36” x 40 yds, 
forward, $36.50 to $38.50 pe. Indian 
brands: 44 x 48, 35” x 40 yds, $23 pc; 
44 x -36, 35” x 40 yds, $22; 44 x 40, 
386” x 40 yds, $21.50. Japanese brands: 
7Z x 69, 38” x 40% yds, $26.20 pe. 
Grey Jean—Chinese brands, $25.50 pe. 
HK beands, 84 x 48, 30” x 40 yds, $27 
pe. White Shirting—Japanese brands, 
86”, $1.09 to $1.49 per yard. 

RICE 

White Rice, 100% Whole—Thailand: 
Ist grade, $59.50 picul; 2nd $58.40. 
White Rice—Thailand: 5%, new, Ist 
quality, $56; 15%, new, 1st, $55; 75%, 


Ist, $51.80. Cambodia: special, $55; 
Ist, $52.80; 2nd, $49.50. North Viet- 
nam: Ist, $48.60. Canton: Ist, $55; 
2nd, $53.50. Burma: $43.50. Chai Mei 


—Canton, 1st, $56.90; 2nd, $54.50. See 
Mew—Canton, lst, $57.50. Broken Rice 
—Thailand: Al extra, $45.10; Al 
special, old, $43.80; C1, old, $34.50; Cl 
new, $33.60. North Vietnam, $35. 
Cambodia, $36.30. 


WHEAT FLOUR 


Australian brands: $38 per 150-lb 
bag and $12.20 to $13.60 per 50-lb 
bag. American brands: $27 per 100-lb 
bag and $14.30 per 50-lb bag. Canadian 
brands: $31.50 to $32 per 100-lb bag 
and $15 to $16.80 per 50-lb bag. Japa- 
nese brands: $11.80 to $12.80 per 50-lb 
bag. Hongkong brands: $33.50 per 


150-lb bag and $12.20 to $14.30 per 


50-lb bag. 
SUGAR 


Granulated White Sugar—Taiwan, 
refined, No. 24, $41.40 picul. Canton, 


$39.50. Japan, fine, $41.50. HK, fine, 
$41.40. Granulated -Brown Sugar— 
HK, $33.60 picul. Indonesia, $38.50. 


Africa, 1st, $35.70; 2nd, $35.20. Candy 
Sugar—HK, 2nd, $44.50. Slab Brown 
Sugar—HK, special, $36.50; 1st, $35.50; 
2nd, $35. Canton, $38. 


CEMENT 

Crdinary Cement—Hongkong: 
Emeralcrete, $7.10 per 112-lb bag; 
Emerald, $6.05 per 112-lb bag and $5.50 
per 100-lb bag. Japan: $5.50 per 100-lb 
bag. China: $110 per metric ton cif 
HK ex-ship, packed in 45-kilo bags. 
White Cement—HK, Snowcrete, $72.50 
per 875-lb drum and $16 per 1-cwt 
bag. Japan: $14.50 per 1-cwt bag. 


NEW COMPANIES 
HONGKONG 


Following new limited liability com- 


IN 


panies were incorporated during the 
fortnight ended April 5, 1958 (all 
capital is nominal and in Hongkong 
Dollars) :— 

T. W. Wu & Co.—Pharmaceutical 
manufacturer; Capital, 300,000; 211, 


Prince’s Building, Hongkong; Subscri- 
bers: Tse-Wei Wu, 25F Robinson Road, 
Hongkong, merchant; Imin Hsu, 18 
Macdonnell Road, Hongkong, merchant. 
Independent Metal Works—Dealers in 
vacuum flasks, lamps, etc.; Capital, 
600,000; 11-13 Cheung Ning Street, 
Kowloon; Subscribers: Tsoi Chan King 
Wai, 374 Ma Tau Wai Road, Kowloon, 
married woman; Mok Yum, 891, Kremer 
Street, Kowloon, merchant; Fung Yuet, 
71 Un Chau Street, Kowloon, merchant; 
Lin Kuo Tuan, Empire Court, Hong- 
kong, merchant. . V. Lilaram and Co.— 
Exporters & importers; Capital, 2,000,- 
000; 5 Old Bailey Street, Hongkong; 
Subscribers: Bhagwandas Verhomal, 100 
Macdonnell Road,eHongkong, merchant; 
Raymond E. Moore, 1 Des Voeux Road 
Central, Hongkong, solicitor. King Wah 
Printing Co.—Publishers of periodicals; 
Capital, 250,000; 16-18 Yiu Wah Street, 
Hongkong; Subscribers: Foo Chi Hing, 
5 Macdonnell Road, Honekong, mer- 
chant; Peter Foo, 8 Cameron Lane, 
Kowloon, merchant; Young Cheung Fat, 
153 Gloucester Road, Hongkong, mer- 
chant. Murjani Textiles & Agencies— 
Importers & exporters; ete.; Capital, 
700,000; 20 Hollywood Road, Hong- 
kong; Subscribers: Bharwandas Kewal- 
ram Murjani, merchant and Leela 
Bhagwandas Muriani, housewife, both 
of 20 Hollywood Road, Hongkong. Fife 
Land Investment Co.—Capital, 1,000,- 
000; Subscribers: Hui Tai Luen, 2 Ob- 
servatory Road, Kowloon, merchant; 
Leung Ping Kwan, 8 Tak Hing Street, 
Kowloon, merchant; Lam Chuen, 95 
Waterloo Road, Kowloon, merchant. 
Yu-Heng Enterprise—To deal in securi- 
ties; Capital, 1,000,000; Subscribers: 
Pang Shui Yu, 10 Osmanthus Road, 


FAR EASTERN 


Economic Review 


Kowloon, merchant; Chow Yim Cheong, 
86 Bonham Strand West, Hongkong, 
merchant. G. Doulatram and Sons— 
Importers & exporters; Capital, 1,000,- 
000; 43 Pottinger Street, Hongkong; 
Subscribers: G. D. Melwani, 2 Perkins 
Road, Jardine’s Lookout, Hongkong, 
merchant; V. G. Melwani, same address, 
merchant; U. D. Melwani, same ad- 
dress, merchant. General Merchants— 
Manufacturers, importers & exporters; 
Capital, 100,000; 8 Tai Hang Road, 
Hongkong; Subscribers: C. Mahbubani, 
8 Tai Hang Road, Hongkong, widow; 
J. Mahbubani, same address, Spinster. 
Wearbest Brassiere & Garment Manu- 
facturing Co.—Importers & exporters; 
Capital, 150,000; 9-11 Bute Street, 
Kowloon; Subscribers: Shieh-Ting King, 
505 The Peak, Hongkong, merchant; 
Tsung-Shing Zau, 58 Tai Hang Road, 
Hongkong, merchant. Overseas Inter- 
national—Importers & exporters; 
Capital, 100,000; 60 Tokwawan Road, 
Kowloon; Subscribers: Paul H. Cough- 
lin, Sheraton-Park Hotel, 2660 Connec- 
ticut Avenue, N.W., Washington D.C., 
U.S.A. company director; Donald O. 


Lincoln, 9108 Burning Tree Road, 
Bethesda, Maryland, U.S.A., company 
director; M. E. Petrick, 14 Kadoorie 
Avenue, Kowloon, merchant. Lyttelton 
Investment Co -——To invest in real 
estate; Capital, 400,000; 1 Tung Lo 
Wan Road, Hongkong; Subscribers: 
Shen Ming, 1 Tung Lo Wan _ Road, 
Hongkong, married woman; Lee Yan 


Cheong, same address, merchant; Shum 
Shu Tin, 105 Queen’s Road West, Hong- 
kong, merchant. Cheung Hing Realty 
Co.—Capital, 400,000; 1 Tung Lo Wan 
Road, Hongkong; Subscribers: Lee Yan 
Cheong, 1 Tung Lo Wan Road, Hong- 
kong, merchant; Leung Hing Lau, 39 
Wing Hing Street, Hongkong, merchant. 
Southwind Navigation Co— Ship owners 
and transport agents; Capital. 1,000,- 
000; 67 Connaught Road Central, Hone- 
kong; Subscribers: Deh-Ling Wu, 27 
Chatham Road, Kowloon, shipowner; 
Edward Wei, 5G Bowen Road, Hong- 
kong, Shipowner. Criental Textiles— 
To manufacture textiles; Capital, 
1,000,000; 23 French Bank Building, 
Hongkong; Subscribers: Yunni Pao, 2 
Oxford Road, Kowloon, merchant; James 
Pao, 11 Lancashire Road, Kowloon, mer- 
chant. Yeu Long Hong—Exporters & 
importers; Capital, 500,000; Subscri- 
bers: Ling Chin Dun, 69 Connaveht 
Road West, Hongkong, Merchant; Yeh 
Bing Jang, 61 Bonham Strand West, 
Hongkong, merchant. 


